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FACTS - like these- 


help you reduce credit losses 


Credit Interchange Bureaus 


CENTRAL OFFICES of the NATIONAL ASSOCIATION 


512-514 Arcade Building 
ST. LOUIS 1, MO. of CREDIT MEN 
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The ‘accuracy of this Report is not guaronteed. its contents are gathered in good faith from members and sent to you by this Bureau without liability for negligence in 
» collecting, communicating or failing to communicate the Information so gathered. 
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Where else can you get such a summary of ledger experiences—not only from 
concerns in your particular Industry, but in other lines of business—and from 
all parts of the country? ... When you have facts like these about the customer’s 
paying record, you know whether or not he will be a good risk. What he owes 
now—how he pays—are facts that give you a true measure of his responsibility 
... More than that—a Credit Interchange Report tells you where he buys (is he 

is tiene broadening his source of supply?) and what he buys (is he increasing the amount 
of his purchases?) . . . These facts are obtained from the ledgers of many 
suppliers, and are graphically tabulated in Credit Interchange Reports. With 
such complete, dependable and unprejudiced information before you, your 
credit losses can be reduced. 


Learn more about Credit Interchange service from the Bureau 
serving your area. If you prefer, write 


nceusmatorn, Credit Interchange Bureaus 


Offices in more 


than 30 principal NATIONAL ASSOCIATION of CREDIT MEN 
— 612-14 Areade Building ... ST. LOUIS I, MO. 





HE Territory of Iowa, created by Con- 

gress in 1838, was three times the size 

of the state today, a vast sparsely settled 
frontier extending to the Canadian border 

on the north and embracing parts of the 
present states of Minnesota and the Dakotas. 

S Robert Lucas, its first governor, saw the re- 
gion for the first time when he arrived in 
Burlington by river steamboat from Ohio 
but he was no stranger to frontier life. 
Born in 1781 in Shepherdstown, Virginia 
—now West Virginia—at the age of twenty 
Robert Lucas moved with his parents to the 
Northwest Territory where he began his 
career as a surveyor. After many years in 
various local and state offices he was twice 
elected governor of Ohio. He also acquired 
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extensive military experience, serving in the 
5 War of 1812 and becoming major general 
5 in the militia and colonel in the U. S. Army. 
y Four years after the death of his first wife 
. Lucas was returning on horseback from a 
' session of the Ohio legislature when he 

spied a young woman approaching with a 
F milk pail in either hand and jokingly re- 
marked to his traveling companion that he 


would marry her if she leaped the fence 
which blocked her path. Instead of opening 
or letting down the bars, the young woman 
bounded over. That evening in the farm- 
house where Lucas and his friend sought 
shelter they met the daughter of the house- 
hold, Friendly Ashley Sumner, the young 
lady who had nimbly leaped the fence, and 


who indeed later became his second wife. 

Robert Lucas had a stormy term as gov- 
ernor of the Territory of Iowa for, besides 
the difficulties of administering a far from 





Mantels above the seven fireplaces are black walnut 


law-abiding region where gambling and in- 
temperance were rampant, he was 
subjected to considerable sniping 
from political opponents. Never- 
theless, he was a firm, upright ad- 
ministrator whose vigorous poli- 
cies did much to establish order in 
the youthful territory. His most 
notable achievement was settling 
a boundary dispute with Missouri 
in Iowa’s favor. 

In 1844 Robert and Friendly 
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Lucas built a home on the outskirts of lowa 
City which they named Plum Grove where 
he spent the rest of his life. Though retired 
from politics, he devoted his talents to fur- 
thering the temperance movement, develop- 
ing the public school system and promoting 
railroads. 

Appropriately, Plum Grove is now main- 
tained as a state monument. In recent years 
it has been restored to its original condition 
by a number of interested Iowa citizens and 
through the efforts of the Society of Colo- 
nial Dames it has been furnished with ar- 
ticles of the proper period including some 
that graced the house in the time of Lucas. 


The Home, through its agents and brokers, is 
America’s leading insurance protector of Amer- 


ican bomes and the bomes of American industry. 


* THE HOME * 


SPrsuarance 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE 


e AUTOMOBILE ° MARINE 


The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 


Copyright 1950, The Home Insurance Company 





Editorial 


The Five Billion Dollar Fallacy 


UR government takes great pride in the fact that it is servicing the quarter of a 

() trillion debt at a cost of only five billions of dollars. It repeatedly points out that 

the cost of servicing this huge debt is a reflection of the fine fiscal management 

of the debt. It also uses this service cost as an exhibit in support of the contention that 
the credit of the nation is tops. 


On a superficial inspection of the record, people may conclude that the government 
is justified in all of its claims. However, there is much more to the situation than 
appears on the surface and in the figures of cost of servicing the debt. 


Any keen analyst would look deeper and would conclude after a thorough examination 
of the facts that no one can tell how much it actually costs us to service the debt. In 
all probability it is two to three times the actual outlay made for interest. Here is the 
reasoning back of the analyst’s conclusion. 


Artificially low interest rates are very inflationary. They have contributed to the 
increased price situation. Before you could even estimate what it costs the government 
to maintain such a low rate you would have to ask yourself two questions. First, how 
much have the ordinary government bills for procurement and service increased by 
reason of this inflationary factor. (Paying interest on a debt is only one of the gov- 
ernment obligations the Treasury Department discharges. It pays for all government 
procurement and also for government service. In fact it pays all of the government’s 
bills.) Secondly, to what extent has the government imposed upon its citizens inflationary 
prices by the artificially low interest rate? 


Undoubtedly if you could actually strike a balance sheet you would find that while 
the government may only be paying five billions of dollars of interest on its debt, by 
very reason of that fact it is probably paying much more than five billion dollars in 
added costs for its everyday purchases. 


There can be no sound argument about economy in paying a low interest rate for 
the government debt as long as the government has a budget of 40 billions of dollars 
and buys and pays for goods and services that are inflated through its own money policy. 


oa HENRY acetic... 


EXECUTIVE MANAGER 
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IS THERE MADNESS IN HIS METHODS? 


HE first time I went to a 
Tissier game one of the players 
attacked his opponent bodily, 
sprawled him full length on his back, 
seized him by the ears and beat the 
back of his head against the ice. “It’s 
murder !’’ must have been the mes- 
sage in my startled glance at my 
companion. But he only smiled re- 
assuringly and directed my atten- 
tion back to the field: the referee 
had the two men back on their feet, 
the culprit was on his way to the 
penalty box and the “injured” man 
was resuming his position. After the 
game I learned that in professional 
hockey, somewhat as in wrestling, it 
is part of the show to give the cus- 
tomers an extra slice of excitement. 
Without: any special knowledge 
about hockey I had interpreted the 
goings-on in terms of general ex- 
perience and had come up with the 
wrong answer. It was wrong be- 
cause I had used the wrong criteria 
for comparison. 


HEN you evaluate vor inter- 

pret a thing you compare it 
with and relate it to something else 
in your experienge, even though 
you may not be aware of doing so. 
“Steak costs a lot of money,” (i.e., 
compared to hamburger ; or to what 
it cost a year ago, etc.). “The pen- 
cil is short,” (i.e., it has been ground 
down to half its original length). 
But it is not short compared to 
many automatic pencils! “I heard a 
fire-truck pass the house.” (The 
siren, the gong, the heavy motor 
noise sounded like noises I have 
previously associated with fire- 
trucks. ) 
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(Part I) 


by HELEN M. SOMMERS 


Credit Manager, Trojan Hosiery Mills, Indianapolis 


Alone a fact has no meaning. It 
has to be in context. And since it 
is a fundamental reaction to a thing 
to seek its meaning or significance, 
and since we do it by relating, com- 
paring and associating, we cannot 
allow a fact to stand isolated. If we 
lift it out of its proper context we 
are bound to place it in some other 
one, usually without being aware of 
doing so. Then we compare it with 
something that is likely to be irre- 
levant, and so extract the wrong 
significance. 

To avoid serious errors of judg- 
ment when you evaluate a thing 
credit-wise or otherwise you have 
to compare it with comparable 
things—i.e., things that have many 
points of similarity to it. 


r. you want to judge whether 
. Tony Spumoni is running his 
peanut stand efficiently you cannot 
accurately size up his buying-, pro- 
cessing-, and selling-methods, the 
kind of equipment he uses, or his 
choice of location by comparing 
them with ways of running meat 
markets or haberdasheries. Nor in 
terms of how “any small retail busi- 
ness” is run—an almost meaning- 
less generalization that might in- 
clude your exposure to drug stores, 
variety stores, candy stores, gift 
shops, etc., from which few if any 
common practices could be extract- 
ed. Nor is it safe to judge Tony’s 
operations only by the single exam- 
ple of how Pietro down the street 
runs his stand. Pietro’s operations 
may have more individual peculiar- 
ities than they have points in com- 
mon with other peanut stands. 


A scientific approach to compara- 
tive evaluation is to examine a large 
number of closely similar things, 
abstract from them the maximum 
number of similarities, state them 
in a generalization, and then use it 
as a yardstick for measuring indi- 
vidual differences. In the case of 
Tony’s operations you need to know 
the way many other peanut stands 
are run and the general points of 
similarity in those methods. 

This doesn’t mean that if Tony’s 
methods are different in some re- 
spects they are inefficient. It means 
that if they are different you won't 
know that they are different unless 
you know what is usual. And when 
you spot the differences you can ask 
Tony questions, seek his reasons, 
trace his results, and maybe learn 
a few things from and about him as 
a peanut-vendor. 


[At this point in the scientific 
method of credit analysis which we 
are developing, it is time for us to 
take a look at how our customer 
runs his business—the details of 
buying, selling, etc. Not only does 
this information help a credit analyst 
to understand and evaluate the other 
credit information which he has 
gathered, particularly balance-sheets 
and operating statements, but it is 
a direct means of sizing up efficiency 
and know-how. ] 


EVERAL chapters back we 
evolved the crucial question of 
credit analysis. An important part 
of that question, you will remember, 
asked the extent to which Jones, our 
customer, could be counted upon to 
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reverse downward trends in the liq- 
uidity of his business, or continue 
favorable ones in the face of forth- 
coming problems. 

Working on the premise that the 
wish to do a thing won’t get it done 
unless (1) that wish is strong 
enough to stand up under difficul- 
ties encountered and unless (2) the 
methods employed are effective, we 
have in the past two chapters exam- 
ined 1. In this chapter and the next 
we will examine 2, the methods. Just 
how does Jones run his business? 
Does he buy, produce, sell, finance, 
and plan in a way that is conducive 
to profitable and liquid operations? 

Before we can answer such ques- 
tions we need answers to many spe- 
cific, brass-tack questions about his 
operations, And the only way in 
which those answers can be under- 
stood and fairly evaluated is by com- 
parison with operations of a repre- 
sentative number of closely similar 
businesses. 


HE accumulation of an extensive 

working knowledge of the prevail- 
ing buying-, processing-, selling-, 
etc., practices of the various lines 
of business in which one’s customers 
operate is no small task of a few 
days or weeks. It requires both ini- 
tial study and day-to-day experi- 
ence, and current bits need to be 
added from here, there, and any- 
where every day. In those lines of 
business where distribution is to a 
diversity of customers this places 
a heavy burden upon the credit 
analyst. But the rewards are rich, 
and not the least of them are per- 
sonal: a wide acquaintance with 
business operations in many fields 
is a valuable working-asset in the 
repertory of any credit man or 
woman seeking higher rungs or 
other ladders to climb. 

In daily credit practice, in addi- 
tion to its use for comparative eval- 
uation, it is a fund that can be 
tapped for other purposes. 

(1) As an investigative tool it is 
priceless. You have to know some- 
thing in order to find out something 
more. If you interview a customer 
personally or make an inspection of 
his place of business, the more you 
know about how similar businesses 
are run the more you will find out 
how his is run. It is not just that a 
well-informed questioner inspires 
confidence and gets his answers 
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more readily; he picks up more in- 
formation. For we may look but 
not see if we don’t understand. And 
the more we know the more dis- 
criminatingly we see. Equipped with 
information we know where to look 
and how to reduce the maze of pos- 
sible data confronting us to some 
form of organization, and so to con- 
centrate upon the important facts. 

(2) Only if we have such a fund 
of information can we offer helpful 
“medical” advice to an ailing debtor. 
Many a debtor needs creditor-coun- 
seling, and may even ask for it, but 
how can we guide him if we don’t 
know in broad terms some of the 
things that he ought to know more 
specifically. 

(3) It helps a credit analyst to 
keep his perspective. Although his 
house may sell only one kind of 
product, its credit customers are 
usually not all engaged in the same 
kind of business operation. A manu- 
facturer of toys may sell them to 
furniture stores, department stores, 
chain variety stores, wholesale hard- 
ware companies, etc. Since the credit 
man’s own organization is talking, 
eating, sleeping, and dreaming-up 
new ways of making and merchan- 
dizing toys, he has to stabilize him- 
self pretty firmly if he is to retain 
his sense of proportion and not 
view his customers’ operations 
through a “toy” keyhole. He can’t 
afford to forget that each customer 
is buying other classes of products 
than toys, on other terms, from other 
markets, selling them on different 
mark-ups, at different peak seasons, 
and that the total operation of each 
class of customers differs from that 
of the others. An active fund of in- 
formation about the operations of 
each of these kinds of business 
serves as a reminder and an evalua- 
tional balance-wheel. 


AY to day deposits have to be 

made to such a bank of infor- 
mation to keep it up to date. Some 
credit managers’ storehouses are 
chiefly limited to the data picked up 
from reading credit reports. Those 
who have active contact with cus- 
tomers who come in to the house to 
do their buying have opportunity to 
pick up a richer supply of such in- 
formation by casual conversation. 
Formalized studies of statistical and 
descriptive character have been 
made by the Department of Com- 


merce and by some of the mercan- 
tile agencies. Trade journals are a 
rich vein and one means of sys- 
tematically following change and 
trend. 

But nothing can take the place of 
“visual education”—and the way to 
get that is to pack your bag and 
go visiting, leaving your Man Fri- 
day to sink, swim, or float along 
while you drop in on Jones, Smith, 
and Brown, and study how they do 
it—and ask questions. 

It is a circular deal: you ask 
Jones questions about his opera- 
tions, compare the answers with 
what you know already about how 
similar businesses operate, and add 
certain gleanings to your general 
store of information; then you use 
that general store as a guide for the 
questions you ask Smith, and so on. 
The cumulative and revolving char- 
acter of the study is what makes it 


’ possible for the fund to be rich, and 


one of the most important “com- 
modities” an experienced credit man 
or woman has to offer an employer. 


OLLOWING the procedure de- 
veloped in previous chapters, we 
will continue to analyze our cus- 
tomer’s credit by organized ques- 
tions. In these chapters on method 
the questions will be grouped into 
opposing sets. One set will deal with 
the general character of information 
one ought to have about how similar 
businesses do their buying, distrib- 
ute their goods, etc. The set imme- 
diately foliowing it will bring out 
the details of how our particular 
customer performs the operation. 
The sets of questions about how 
similar businesses are operated nec- 
essarily have been patterned along 
broad lines. The broader the subject 
the more details have to be left out 
if we wish to get a picture of the 
whole. Techniques of buying, pro- 
cessing, selling, financing and or- 
ganizational procedure follow almost 
endless ramifications as they are 
found in actual day-to-day business 
practice in its many fields. For one 
even to attempt to contemplate them 
all, much less to embrace them all 
in a set of questions like these, ex- 
cept along rather broad lines, would 
be as naively overambitious as the 
lady who wrote to the Superintend- 
ent of Documents in Washington 
and said, “Please send me all the 
information you have.” 











Hence only the trunk-lines are 
given, to indicate the broad path and 
the general direction to be followed. 
The side trips are yours as your 
particular business may require and 
your experience suggest. 


- approaching the study of a cus- 
. tomer’s operations, we may orient 
ourselves along these lines. Does 
this business function as a producer 
of raw materials, a manufacturer, 
distributor, jobber/wholesaler, re- 
tailer? What general classes of 
products are produced and/or sold? 
What is the average size of such 
business in terms of (1) invested 
capital, (2) annual sales? What is 
the size of this business in the same 
terms? How do other businesses of 
this size, functioning in this way, 
producing or selling these products, 
usually operate as to buying, pro- 
cessing, selling, servicing, financing, 
etc.? 

The latter question, of course, has 
to be broken down into its various 
parts, and that brings us first to the 
subject of buying. 

In general, what do businesses 
like this buy, where do they buy it, 
from whom, when, on what terms, 
etc.? More particularly : 

With respect to each class of prod- 
ucts or raw materials, do the sources 
from which they are usually bought 
function as producers of raw mate- 
rials, manufacturers, brokers, dis- 
tributors, wholesalers? 


OW is the buying transaction 
usually effected? Does the buy- 
er go to the market? Appoint resi- 
dent buyer in the market? Join a 
buying cooperative or other volun- 
tary group? Does the source send a 
salesman to the buyer? Does it stage 
“shows” for buyers? 

Where are the markets located in 
which these products are bought? 
Wholly in the United States? If 
not, what portion of total supply 
comes from what countries? If in 
the United States, are these sources 
chiefly concentrated in a few geo- 
graphical areas? Where are they? 
Or are local or nearby markets avail- 
able to buyers throughout the coun- 
try? Are goods usually shipped to 
them from concentrated areas of 
production? From widely distrib- 
uted warehouses ? 

Can such materials or products 
be bought from many or few 
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sources? Are the products bought 
under dealer-franchises or exclusive 
selling rights to the buyer? Are the 
franchises for limited periods, and 
renewable? How long? Does the 
source closely supervise and check 
the exclusive-dealer’s operating re- 
sults? 

Are there peak buying seasons for 
these products? When? On what 
customary terms of purchase are 
these items bought? Are they com- 
monly bought on consignment ar- 
rangements? Are seasonal or extra 
datings granted? How long? Do 
terms vary according to the geo- 
graphical location of buyer? Are 
bills customarily settled by note? 
trade acceptance? bank draft? Usual 
delivery terms are F.O.B. where? 
Is the buyer granted return or ex- 
change privileges for non-defective 
goods? 


HAT average gross margin 

was earned by operators in 
this kind of business in the past two 
years? If the buying firm is a whole- 
saler or retailer at what annual rate 
of merchandise turnover do such 
wholesalers and retailers sell this 
kind of goods? When prices are 
steady in this line, how many 
months’ inventory does the buyer 
normally maintain? 

Is there a current trend toward 
important changes in any of the data 
above? Toward more or fewer sup- 
pliers? Concentration, expansion or 
shifting of market locations? Tight- 
ening or relaxing of terms? Are 
wholesale prices of these products 
or materials currently on the up- 
swing? Holding even? Downswing? 
What has been the trend of the past 
six months? 

Within the past few months have 
buyers of these products or mate- 
rials at manufacturing, wholesale, 
and retail levels, been placing com- 
mitments hand to mouth? Or how 
far ahead? What is the most recent 
trend? 

Is supply of raw material in these 
products meeting, ahead of or be- 
hind demands of manufacturers? Is 
raw material, whether obtained do- 
mestically or abroad, of a character 
that may cause it to be scarce or 
unobtainable in war time? Is sup- 
ply of the finished product meeting, 
ahead of, or behind current demands 
of wholesalers, retailers, etc.?.'What 
are current consumer buying trends 








in these lines? Are strikes in this 
industry currently bottle-necking 
the flow of raw material or finished 
product in this industry? 


GAINST such a back-drop we 
pose our customer’s buying 
operations and raise these evalua- 
tive questions. Are the markets he 
has been patronizing the closest ade- 
quate markets? Has he been buying 
on normal terms? Have there been 
recent changes in markets patron- 
ized? In terms? Does he appear to 
have the confidence of his principal 
creditors? Has his credit been ac- 
cepted by enough suppliers to in- 
sure the needed flow of goods on 
credit terms? Has he bought regu- 
larly and long enough from princi- 
pal suppliers to support a buying 
position in time of scarcity? Has he 
risked his buying position in “too 
few baskets?” Or dissipated it in 
too many? Have the products and 
materials bought been moved at the 
normal rate of turnover? With no 
unusual markdowns? Does trend of 
buying follow trend of prices and 
supply? Close buying in a falling 
market? Advance buying in rising 
market? With judicious hedging 
against scarcities? But no fliers in 
inventory speculation? 

Answers to all these questions will 
be in the form of judgments. If fav- 
orable, they will point to efficient 
buying. We will reach these judg- 
ments after we compare and relate 
back to our basic data as many facts 
and particulars as we can uncover 
about Jones’ buying performance 
over the past six to twelve months 
or more. So we comb through and 
scrutinize the credit information we 
have assembled on Jones and sub- 
ject it to a barrage of more precisely 
aimed questions such as those that 
follow. Most of them, though not 
all, can be answered by a close study 
of Credit Interchange Reports. Oth- 
er bits are picked up from mercan- 
tile reports, financial and operating 
statements, reports from your sales- 
man, direct contact with particular 
creditors, and contact with the debt- 
or himself. It may be necessary in 
unusual cases to go back to some 
of these sources for more informa- 
tion, as, for instance, when it is 
found that most of the buying is 
from one source. 

[Carefully date every bit of credit 

(Continued on’ Page 26) 
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A few thoughts on how to take 


Longer Strides to Bigger Things 


OW can I advance more rap- 
oa idly ? This question confronts 
every ambitious credit man. 

You will have answered this ques- 

tion when top management recog- 

nizes the productivity of credit and 
the importance of your work in the 
progress of your company. 

How can this recognition be ob- 
tained? 

The authors have no secret for- 
mula; nor can they say that any 
particular one or group of ideas sug- 
gested herein will be applicable to 
all readers; nor are they all-inclu- 
sive. They are, however, some of the 
opinions expressed by the Class of 
1950 of the Graduate School of 
Credit and Financial Management. 

While we like to think of ourselves 
as “self-made” men, actually, it is 
the opinions of others that measure 
our abilities and accomplishments. 
The opinions of our customers are 
most apt to reach top management 
and be given the most weight ; there- 
fore, the customer’s goodwill is the 
most important. This can be secured 
by— 

(1) treating the customer as a hu- 
man being instead of another 
ledger card; 

(2) giving counsel and advice when 
needed ; 

(3) rendering service beyond that 
which is expected ; 

(4) becoming acquainted with him 
and his problems, both by per- 
sonal interview and construc- 
tive correspondence; and 

(5) learning about his business 
through reports of agencies 
and your salesmen. 


F almost equal importance are 
the opinions of our fellow 
workers, especially those in other 
departments. Likewise, their good- 
will can be cultivated in somewhat 


by 
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the same manner as that of the 
customer—by cheerful and ready 
response to calls for assistance, plus 
the “extras” not expected. A few 
of the extras that the sales depart- 
ment will appreciate are: 

(1) Information on competitors. 
(Care should be exercised that 
confidential credit information 
not be disclosed.) Information 
on credit, sales, and personnel 
policies is quite helpful, and is 
not confidential. 

(2) Assistance in settling old differ- 
ences with acceptable credit 
risks which have been the cause 
of their trading elsewhere. 

(3) Participation in sales training 
programs and conferences. 

(4) Prepare a credit manual for 
salesmen, and include the com- 
pany’s policy on returned goods 
and claims. 

(5) Suggest to president that he 
use “credit” as topic for one of 
his talks to staff or sales meet- 
ings. Prepare script for his use. 

The purchasing department usu- 
ally appreciates and needs help in 
(1) Collection of claims. 

(2) Credit analysis of suppliers and 
their ability to complete their 
contracts. 

The personnel departments are 
frequently confronted with financial 
problems of employees. It welcomes 
(1) Advice to employees, not only 

on financial problems but also 
on tax problems, and 

(2) Assistance in establishing a 
credit union for employees. 

You can also render valuable as- 


The graduating class of the Graduate School 
of Credit and Financial Management was split 
into four committees, each of which was 
assigned the task of writing a short article 
for this publication. This is the first. The 
article is the joint work of the three authors. 
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sistance to those who handle the 
insurance and local tax matters. 
This is especially true in companies 
not sufficiently large to have separate 
insurance and tax departments. In 
many firms, it would be well to ask 
for the responsibility of handling 
both. 
All departments will appreciate 
(1) Analysis of economic trends 
and their effect on credit, pro- 
duction, and sales policies. 
(2) Reports on amount of business 
rejected because of credit rea- 
sons. 
(3) Reports of profits or losses 
in selling doubtful credit risks. 


REASONABLE amount of 

work in civic clubs, profes- 
sional and trade organizations should 
be undertaken. Your training is 
particularly adapted to tax matters 
because of your broad knowledge 
of values and people. Work for tax 
boards and other non-remunerative 
and non-political boards will give 
you the opportunity of proving your 
worth to your community. The pub- 
lic recognition that will be given for 
this service is noticed by all top 
executives in the community. 

Membership alone is of little val- 
ue. Time, thought, and energy must 
be expended. A good job must be 
done, and above all, your work must 
not be neglected. 

This list is by no means com- 
plete, nor will it fit every situation ; 
but if it stimulates your thoughts 
into action, our purpose will have 
been accomplished. 

Serving your customers, your pro- 
fession, your fellow workers and 
your community beyond the duties 
imposed on your position will gain 
for you top management’s recogni- 
tion. 





ATIONAL interest in the 
N subject of capital funds for 

business became widespread 
last fall and this spring because of 
the exhaustive study of the subject 
made in Washington by committees 
of Congress. 

Many competent witnesses ap- 
peared at the hearings of these com- 
mittees. Much evidence was pre- 
sented bearing upon the problem 
and many helpful proposals were 
made. As a result of these hear- 
ings, the President delivered a spe- 
cial message to Congress and the 
Administration presented a _ pro- 
posed solution of the problem in 
the form of a bill entitled “The 
Small Business Act of 1950”. Hear- 
ings upon this bill were held just 
prior to the Korean crisis and then 
were indefinitely postponed under 
the pressure of more critical and 
immediate concerns of the Congress. 

While at the moment national 
interest in this subject has been 
pushed aside by current critical de- 
velopments, we recognize the fact 
that no problem as deep-seated as 
this one can be solved easily or 
quickly. 


AISING capital funds for new 
business ventures or for expan- 
sion of established businesses either 
by term loans or equity financing 
goes on continuously in a dynamic 
business society. In war times, or in 
peace time, in good times or in bad 
times, the need is constantly pres- 
ent. The urgency of the need varies 
with the changing times. 

A growing population creates in- 
creasing demands upon business to 
produce and sell and deliver goods 
to the buying public. And business, 
in a free economy, may be counted 
upon to meet these demands to the 
limit of its capacity. But this re- 
quires capital for new enterprises, 
new facilities, new equipment to 
meet this steadily growing demands 
of the American public. 

The American business man has 
been resourceful in finding new cap- 
ital, in coaxing investors to go into 
partnership with him, in inducing 
banks and insurance companies to 
lend him capital funds. His ability 
to do this has contributed greatly to 
our prosperity and welfare. 


HE chief source of capital funds 
for business is individual savings. 


A Proposed Plan for 


Financing Small Business 


by WALTER R. BIMSON 


President, The Valley National Bank, Phoenix, Arizona 


We know that the volume of indi- 
vidual savings during the past dec- 
ade has been high and that there are 
adequate funds available for invest- 
ment. We likewise know that dur- 
ing this period of high savings, there 
has been a sluggish market for com- 
mon stocks and a general apathy on 
the part of the investing public for 
investments in business enterprises. 

The reason for this reluctance to 
invest in business was well stated 
by Mr. Thomas B. McCabe in his 
statement before the Committee on 
Banking and Currency, who attrib- 
uted this apathy to a natural “burnt 
fingers” reaction to the 1929-32 
stock market collapse, to the inves- 
tors’ fear of a serious postwar de- 
pression, the unsettled state of in- 
ternational affairs and finally to a 
growing desire for security and safe- 
ty of savings rather than for pros- 
pects of gain. Statistics showing the 
increasing volume of investment in 
savings deposits, life insurance pol- 
icies, building and loan associations, 
and trust funds seem to prove this 
point. Generally speaking, savings 
going into many of these invest- 
ments are completely isolated and 
forever removed from investment 
in common stocks or equity capital. 

The increased rate of taxation im- 
posed by the government upon the 
higher incomes is another factor 
that discourages investment in risk 
assets. And the advantages offered 
by tax-exempt securities have drawn 


the funds of many wealthy individ- 
uals away from investment in com- 
mon stocks and equities. 


OW, for the business man, there 

are obvious advantages in ob- 
taining the capital he needs through 
equity financing rather than from 
borrowed money. Equity capital 
does not involve a fixed obligation 
with a guaranteed service charge or 
a definite maturity. It does not in- 
volve the danger of possible default 
of payment in a period of low earn- 
ings. Equity capital likewise im- 
proves the credit position of the 
business. From a broader point of 
view, the use of equity capital con- 
tributes to a greater stability of the 
economy than would be the case if 
business generally were overbur- 
dened with fixed debt obligations. 

But, in spite of these advantages 
to equity financing, the business man 
has in recent years turned more and 
more to debt financing for his capi- 
tal needs. Stock financing by large 
corporations has been especially low 
during recent years. And for small 
corporations, equity financing in re- 
cent years except by the proprietors 
of the business themselves has been 
well-nigh non-existent. 

The high cost of equity capital 
compared to debt capital and the 
tax advantages of debt financing 
are major causes for this trend. 
Even the largest and most highly 
regarded corporations of the coun- 
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Without Government Aid or Subsidies 


try have had to pay in financing 
charges and in dividends a much 
higher price for equity money than 
for money obtained through sale of 
bonds and notes. A comparison of 
yields on common stocks and on 
bonds of the same companies gives 
evidence of this fact. The greater 
dissipation of earnings from pay- 
ment of dividends on new stock is- 
sues is another factor the business 
managers consider in appraising the 
relative advantages of debt and 
equity financing. 


HEN we turn to the special 

problems involved in financing 
small business, we find the difficul- 
ties becoming even more trouble- 
some. 

It is a well known fact that it is 
very difficult to obtain equity money 
for the small business enterprise. If 
the owner of the small business turns 
to private capital for funds he will 
almost always surrender control of 
his business. If he tries to sell stock, 
he will find most brokerage con- 
cerns indifferent to his problem and 
if he does find a broker willing to 
undertake the sale of his stock, he 
will pay a very high fee and often 
obtain indifferent results. 

A study of the Security and Ex- 
change Commission covering both 
common and preferred stocks in- 
volving 184 issues of companies 
having less than $5 million of as- 
sets indicated a cost of 17.9% of 
gross proceeds of the sales. The cost 
to those companies in this group, 
having assets of less than $1 mil- 
lion was 21.6% of gross. 

Another study by the Securities 
and Exchange Commission showed 


that the issues of 757 unseasoned 
companies resulted in sales of only 
24% of the amount of stock reg- 
istered. 


HERE is not now in this coun- 

try nor has there ever been an 
adequate method of providing equity 
financing for small business. Nor is 
the possibility of the small business’ 
obtaining long term loans much bet- 
ter. The small business that has 
been successful on a small scale and 
which wants to grow finds itself in 
a difficult position. It has little se- 
curity to offer the lender. It prob- 
ably rents its plant or business quar- 
ters. Its capital is usually tied up 
in machinery and equipment, raw 
products inventory and receivables. 
In such a case, commercial banks 
are quite properly reluctant to make 
a long term loan. Insurance com- 
panies are prohibited by law from 
making such a loan. 

In this dilemma the business man 
may try for a loan from the RFC 
or from the Federal Reserve. But 
it is not often that he is able to get 
the help he needs from these agen- 
cies. 

The facts I have outlined in this 
brief survey were presented to Con- 
gress last fall and winter in infinite 
variety. Thousands of pages of testi- 
mony were recorded with support- 
ing statistical information and ref- 
erences to many specific cases. 

The conclusions were inevitable, 
viz., that it is difficult and costly to 
obtain equity financing for even the 
largest and most successful busi- 
nesses, and that it is almost impos- 
sible to obtain long term debt fi- 
nancing for small business. 
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Faced with these conclusions the 
Committee of Congress studying 
this matter turned to the considera- 
tion of what might be done to im- 
prove this situation. Since the relief 
of big business is not a popular 
cause in Congress, the consideration 
was largely concentrated upon find- 
ing a solution of the financial dif- 
ficulties of small business. 


HEN we realize that small 

business, as defined by the De- 
partment of Commerce, constitutes 
90 percent of all business establish- 
ments in the country, accounts for 
the employment of 45 percent of 
all people engaged in business and 
is responsible for one-third of the 
dollar output of all business, we 
realize that small business is of 
vital importance to our national 
economy and must be preserved in 
a healthy condition. 

But there is more to it than the 
economic factors involved. From the 
social point of view, small business 
is very important in preserving our 
American way of life. It was a fav- 
orite theme of Jefferson that eco- 
nomic power must be widely dis- 
tributed among many independent 
proprietors, and he warned against 
the dangers that industrialization 
might lead to a property-less citi- 
zenship. He wanted to preserve a 
society in which the hired man 
might look forward to becoming his 
own boss and any citizen might have 
the opportunity of becoming the 
proprietor of his own business. 

It is an important concept of our 
free enterprise system that individ- 
uals shall have the opportunity to 
go into business for themselves, 
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succeed or fail, and, when failing, 
have the opportunity to try again. 
In order to preserve these rights 
and privileges of the competitive 
free enterprise system, we must 
preserve small business and main- 
tain conditions conducive to its 


prosperity. 


dbo are some people in Wash- 
ington and elsewhere who claim 
that small business is being smoth- 
ered and handicapped and put out 
of business by unfair competition 
from the large corporations. While 
these claims may be supported by 
reference to certain specific cases, a 
statistical review of small business, 
as a whole, does not substantiate 
these claims. 

In general, small business has 
done very well since the war and 
has managed to maintain its posi- 
tion in the economic scheme of 
things in spite of competition from 
big business and the hazards that 
are natural to small and newly es- 
tablished businesses. 

The number of business concerns 
in this country has more than 
doubled since the beginning of the 
century. This increase has more 
than kept pace with the growth of 
our population. In 1900, there were 
21 firms for every 1000 persons. 
Today there are 26. The total num- 
ber of business concerns in the 
country is now 3,900,000 as com- 
pared with 3,300,000 in 1939. 

To be sure, in the past decade, 
many small firms have disappeared. 
Some have gone into bankruptcy. 
The present rate of bankruptcies is 
almost three times as high as in 
1947. How many of these businesses 
might have been saved by financial 
help at a critical moment, it is im- 
possible to tell. 


BVIOUSLY, there is no sim- 

ple formula that will define or 
solve all small business problems. 
They are too numerous and varied 
for such treatment. I do not wish to 
imply that lack of financing is the 
only cause of business failure. Two 
other problems are prominent in 
every consideration of small busi- 
ness difficulties. The first is manage- 
ment. 

Of course, good management is 
important to any business enter- 
prise. Here we have to deal with the 
ability, resourcefulness, and experi- 


10 


ence of the proprietor—factors as 
diverse and complex as human na- 
ture itself. But in the small business, 
it is usually not possible for the 
manager to command the services 
of expert advisors to supplement his 
more limited experience and knowl- 
edge in specialized fields. 

The second difficulty is the grow- 
ing burden of restriction and con- 
trols and taxes that are placed upon 
small business by government. While 
this burden is not exclusive to small 
business, I am convinced it is heav- 
ier and more difficult for small busi- 
ness to bear than for large business, 
because here again small business 
lacks the expert advice and the fi- 
nancial resources necessary to ob- 
tain maximum protection from these 
governmental restrictions and tax 
burdens. 

The Small Business Advisory 
Committee of the Department of 
Commerce has continuously recom- 
mended reforms that would lighten 
these burdens. For example, we have 
appeared before Congressional Com- 
mittees to urge: 

1. Elimination of double taxation 

of dividends. 

2. Reduction of income tax sched- 
ules applied to small business 
so that they may retain a larger 
portion of earnings in the busi- 
ness. (The new tax bill elim- 
inates the “notch” provision of 
the old law and reduces taxes 
on corporations with earnings 
of from $25,000 to $118,000. 
This is a move in the right di- 
rection. ) 

. Clarification of the Treasury’s 
rulings on Section 102, so that 
small business may be freed 
from the fear of reprisals for 
attempting to accumulate work- 
ing capital. 

. A change in the Treasury’s 
method of applying rates of 
depreciation of equipment and 
tools so that modernization 
may be encouraged. 

These recommendations outline 
some of the reforms in the realm of 
government necessary to create a 
favorable atmosphere for small busi- 
ness. 


iiirsend every study of small 
business comes to the problem 
of financing and invariably the con- 
clusion is reached that here lies one 
of the serious difficulties. 


The initial requirements of most 
small businesses are met out of the 
savings of the proprietors. The De- 
partment of Commerce estimates 
that about two-thirds of the original 
investment in business starting with 
less than $50,000 comes from the 
personal savings of the owners. 

Let me document this for a mo- 
ment. Of the $7 billion of total ini- 
tial capital required by all new firms 
during a period of a year and nine 
months included in a study by the 
Department of Commerce, 63 per- 
cent was provided from personal 
savings; 8 percent from suppliers; 
14 percent from bank loans, and 11 
percent from other loans, mostly 
from friends and relatives. 

While working capital require- 
ments, as distinguished from invest- 
ed capital, are usually met by credit 
from suppliers or by borrowings 
from local banks, an important need 
of many small businesses is for 
longer-term credit for capital ex- 
penditures, such as modernization 
of plant, purchases of equipment 
and tools and for working capital. 
While a few small businesses do ob- 
tain term loans from banks for such 
purposes, it is difficult to obtain 
such loans unless the business has 
adequate equity capital or sufficient 
value in plant and equipment to se- 
cure longer term financing. Unfor- 
tunately, many small businesses 
cannot meet these requirements. 


T IS desirable that the private 

banking system be encouraged to 
finance small business, whether the 
need is for current working funds 
or for longer-term capital. Local 
banks having an intimate knowledge 
of local concerns—their personnel, 
their sources of supply, their outlets, 
their relationshtp to the local econ- 
omy—are in a much better position 
to appraise the hazards and oppor- 
tunities than a distant lending 
agency. 

And the record of the private 
banking system indicates that banks 
are meeting these requirements in 
some instances. 

The Small Business Credit Com- 
mission of the American Bankers 
Association has, during the past sev- 
eral years, encouraged private banks 
to lend every aid and assistance to 
credit worthy small business. 

In spite of all this, however, it is 

(Continued on Page 28) 
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We lend to small business! 


by J. M. BRYAN 


First Vice-President, Jefferson Standard Life Insurance Company, Greensboro, N. C. 


Y COMPANY is an ex- 
M ample of the paradox of 

small business. Of the 100 
largest life insurance companies in 
this country, Jefferson Standard 
ranks 32nd. In assets, it is only 
2%2% of the size of the largest 
company. Yet it is 575% bigger 
than the 100th largest company 
which itself has assets of $36 mil- 
lions. So the problem of how little 
is small is something like how high 
is up. 

Assuming that we all know what 
small business is, what is the life 
insurance viewpoint? It is condi- 
tioned largely by the fact that life 
insurance is essentially a business 
which lends for the long term. In 
the language of railroading, we deal 
in “long haul” money, money that 
travels long distances in time. In 
this respect, life insurance invest- 
ing differs from the other lending 
institutions. 

Life insurance contracts are for 
long term for the most part. Con- 
sequently the sums of money which 
we receive as premiums under 
these contracts are Wargely invested 
for the long term and at rates 
which permit their fulfillment. 
This long term or “long haul” char- 
acteristic of life insurance investing 
shapes our viewpoint in lending to 
small and medium-sized business. 


OW, from the common sense 

standpoint, what is it which 
we investors look for when we loan 
out money for 20 or 25 or 30 years? 
Remember, that is almost looking 
into the next generation which in 
itself usually defies analysis. We ob- 
viously grasp at every straw avail- 
able in seeking to form a sound 


judgment. Past record of perform- 
ance is surely an important criterion. 
The longer the record of perform- 
ance has been good, exhibiting not 
only steady growth but a satisfactory 
trend of earnings, the more assured 
is apt to be the future of this par- 
ticular investment. On the other 
hand, an untried business enterprise 
in existence only a year or two does 
not present the same safeguard. So 
record of established earnings is one 
of our first qualifications. 

The very fact that we do require 
a record of performance does make 
it unlikely that we would lend to 
small businesses which have only re- 
cently begun or to those which 
have failed to grow. If a business 
has been in existence for 30 or 40 
years and is still about the same 
size as when it began, some failure 
on the part of management may well 
be indicated. Life insurance invest- 
ment officers, charged with the re- 
sponsibility of placing their policy- 
holders’ funds in safe investments, 
naturally will not commit them to 
enterprises which have not kept 
abreast with and which lag behind 
the other members of their particu- 
lar industry. That is only invest- 
ment horse sense which we apply 
to any business, big or small. 


ECAUSE the nature of life in- 
surance requires that its invest- 
ments have a satisfactory as well as 
a seasoned record of performance, a 
number of small business firms fail 
to qualify. However, thousands upon 
thousands of small businesses do 
qualify under these conditions. 
For example, one of the large life 
insurance companies was approached 
several years ago by friends who 
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were anxious to arrange financing 
for one of their good customers, a 
small chain of stores selling men’s 
furnishings. The stores were fam- 
ily owned and the problem presented 
was occasioned by the death of one 
of the owners. The remaining ex- 
ecutives who wished to remain in 
the business were obliged to raise 
$1,250,000 in order to pay off the 
heirs of the deceased. A group of 
life insurance companies agreed to 
take preferred stock in this enter- 
prise with a heavy sinking fund 
provision designed to retire the 
stock during periods of prosperity. 
As a result, during the first four 
years of the stock’s existence, the 
company was able to retire more 
than 50% of the orginal issue. This 
small business is grateful not only 
for this life insurance money but 
for the good counsel as to debt re- 
tirement that went along with it. 


COULD cite many other exam- 

ples where life insurance com- 
panies assisted small or medium- 
size business. There is the case of 
a grain products and feed company, 
a family owned concern with a long 
history of successful operation. Its 
sales had climbed from about $114 
millions annually before the war to 
nearly $8 millions in 1944. Part of 
this was due to increased prices, 
part to increased volume. 

In spite of profitable operations, 
wartime taxes took such a high per- 
centage of earnings that the com- 
pany was unable to build up its 
working capital as rapidly as seemed 
prudent to handle its expanded 
sales. In order to finance its larger 
inventories and receivables, the com- 
pany had become a continuous bor- 
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rower from its banks to the point 
where it was coming perilously close 
to exhausting its bank credit lines in 
the seasons when it had to carry 
its largest inventories. 

Meanwhile, the company had an 
opportunity to purchase a new mill 
at a most advantageous price. The 
owners had put up $80,000 of their 
own capital to finance this acquisi- 
tion but that was the limit of their 
available resources. The problem of 
working capital remained. What 
was the company to do to avoid 
endangering its whole business 
through lack of working capital or 
through lack of adequate bank credit 
lines ? 

After much consideration, one of 
the larger life insurance companies 
was brought into the picture. A 
10-year term loan for $300,000, 
payable $30,000 annually, was nego- 
tiated with this particular life in- 
surance company. This loan not 
only relieved the company’s strain 
but put it on a basis where it was 
not continuously worried for fear 
it would not be able to finance its 
peak season requirements. This loan 
has proved to be entirely satisfac- 
tory and has since been paid down, 
through fixed and earnings sink- 
ing funds, to less than $100,000. At 
the time the loan was made, banks 
were unwilling or unable to make a 
ten-year loan and, of course, the 
issue was much too small to justify a 
public offering. In this instance, 
the life insurance company ade- 
quately filled the bill. 

Nor is that example an unusual 
one. This particular life insurance 
company, located in New England, 
had 22% of its loans negotiated di- 
rectly with the borrower in com- 
panies having sales of less than 
$4 millions annually. 


HERE is another example, con- 
cerning a printing press and a 
publication. Back in 1946, the press 
found itself afflicted with growing 
pains. The growth in circulation of 
the publication had imposed quite a 
strain on its limited equipment. Be- 
cause of the magazine’s pocket size, 
special new printing presses were 
required and the old presses needed 
to be realigned. It was a perfect 
combination for a loan—a magazine 
growing by leaps and bounds, a 
sound established printing concern 
—certainly a good risk for anyone’s 
money. The sum of $1,200,000 was 
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needed to set up the necessary 
equipment. It was obtained from 
two New England life insurance 
companies and four local banks. Re- 
sult: the press has not only been 
able to satisfy the increased demand 
but it has been able to diversify its 
business. 


HESE loans to small business 

are being made by most, if not all, 
life insurance companies today. By 
no means are they being made chief- 
ly by the large life insurance com- 
panies. I am going to tell you now 
of a loan by a company whose size 
is one-third of 1% of the size of 
the largest from the viewpoint of 
total assets. In other words, the 
largest company in this country is 
300 times bigger than this particu- 
lar life company. 

It was approached several years 
ago by a business in an industry 
which had not been essential to the 
war effort. This fact, coupled with 
the devastating fire which swept 
through some of its plants during 
the war years, produced a situation 
where some buildings and equip- 
ment had to be fully replaced and 
the remaining buildings required ex- 
tensive rehabilitation. As the price 
inflation of the war and post-war 
years progressed, the proceeds from 
its fire insurance policies shrank 
rapidly. It became obvious that 
there would not be enough to en- 
able the company to rebuild and re- 
pair to meet the post-war demand 
for its products. Despite the fact 
that this company had been in busi- 
ness very successfully for over a 
half century, yet the very continued 
existence of its business was seri- 
ously threatened by the lack of 
cash reserves for capital expendi- 
tures. As its earnings were plowed 
back into plant rehabilitation, its 
working capital contracted danger- 
ously. 

This company was able to nego- 
tiate a long term loan from this 
small life insurance company. So 
satisfactory was this long term loan 
that the president of the company 
wrote the life insurance company as 
follows: “Our long term loan has 
enabled us to carry out our capital 
improvements program; increase 
our capacity to meet post-war de- 
mands; improve the quality of our 
products to face the competition 
which has recently arisen after a re- 
turn of a buyer’s market; attract 


and hold competent and aggressive 
young men who are better able to 
revitalize the business than the older 
executives who had guided it for 
sO many years in the past; and, 
finally, set the stage for a recapi- 
talization of our company by which 
the active officers, executives, and 
valued employees have been able to 
obtain voting control from the re- 
maining members of the family 
which founded the business over 50 
years ago. We do not know how 
these many problems could have 
been solved other than by the in- 
surance company loan. While its 
total contribution will best be able 
to be judged in retrospect several 
years hence when the final amorti- 
zation payment has been made, nev- 
ertheless the officers and directors 
of our company are unanimous in 
the conviction that this loan is the 
foundation upon which we are re- 
building a substantial and valuable 
business and the cornerstone of such 
success as we may achieve.” 

Such is certainly a fine testimonial 
to the work which life insurance 
companies are doing in the small 
business field. In fact, if I may 
quote that old and popular refrain: 
“Who can ask for anything more?” 


A® YOU all probably know, the 
life insurance business was 
called upon to take a trip to Wash- 
ington last December to testify be- 
fore Senator O’Mahoney’s Sub- 


Committee on Investment. Those 
called upon to testify (and I was 
one) did a good deal of work to 
get together figures on loans to small 
business. Since mortgage loans rep- 
resent one of the main instruments 
through which life insurance com- 
panies meet the needs of small busi- 
ness, figures on mortgage loans of 
$25,000 and over were compiled. 
These statistics are rather reveal- 
ing. They show that out of nearly 
2,000 mortgage loans to business by 
17 major United States life insur- 
ance companies in 1948, a total of 
525 loans, or more than 25%, were 
to enterprises having assets less 
than $100,000. You must remember 
that these were very large life in- 
surance companies, every one of 
which was under considerable pres- 
sure to invest in large amounts in 
order to get the money to work. 
No less than 585 or 30% of these 
loans were in an amount from $25,- 
000 to $50,000. Another 31% were 
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in amount from $50,000 to $100,000. 
Of these loans, 18% were from 
$100,000 to $200,000 and another 
15% were from $200,000 to $500,- 
000. In other words, approximately 
94% of these loans were under 
$500,000. And remember, this fig- 
ure does not include the number of 
loans under $25,000. 


How many of these loans were 
made I do not know but I do 
recall that the president of one of 
the largest life companies, in testi- 
fying before the Celler Committee 
in Washington last November, re- 
marked in passing that his company 
had approved a loan of $4,000 to 
be made on a garage. These 94% 
of the loans represented in dollar 
amount 58% of the loans made. I 
think it is certainly safe to assume 
that these loans were in major part 
made to what might*be termed small 
or medium-size business. 

We also have some figures on 
that point. By numbers, 88% were 
made to firms whose asset size was 


under $1 million. In dollar amount, — 


this represented 53% of all of the 
mortgage loans made by 17 major 
U.S. life insurance companies to 
business in 1948. I would like to 
repeat that figure because I think 
it is rather astounding. 88% of the 
mortgage loans made to business 
by 17 major U.S. life insurance 
companies in 1948 were made to 
firms whose asset size was under 
$1 million. Over half—53% to be 
exact—of the dollar amount of these 
loans were made to firms whose as- 
set size was under $1 million. These 
figures indicate to me that our life 
insurance companies are in the busi- 
ness of making loans to small and 
medium size business in a very sig- 
nificant way. 


OWEVER, with the steady de- 
cline in value of the dollar, a 
million dollars isn’t what it used to 
be. Perhaps a better dividing line 


would be firms whose asset size was 
$2 millions or under. Using this as 
our yardstick, we found that in 
1948, 94% of the mortgage loans 
made to business by 17 major U.S. 
life insurance companies were made 
to those whose assets were under 
$2 millions. By dollar amount, no 
less than 68% of the aggregate mort- 
gage loans to business were made 
to firms whose asset size was under 
$2 millions. These figures surely 
reveal the great interest which life 
companies have in small and me- 
dium-size business. 


HAT kind of businesses were 

seeking these mortgage loans? 
The lion’s share, 46%, were granted 
to retail stores and warehouses all 
over the country. This is a typical 
field in which small business oper- 
ates, a field many service men en- 
tered after the war. The next largest 
field was general office buildings, a 
total of 19%. This was a “natural” 
also in view of the number of new 
businesses set up after the war which 
required commercial building space. 
The third largest classification was 
hotels, theatres, garages, etc., which 
accounted for 16% of the dollar 
amount. Railroads, utilities, and in- 
dustrial concerns absorbed another 
11%. Mercantile not classified was 
granted 2% while financial institu- 
tions such as banks, insurance com- 
panies, and finance companies took 
another 1%. I think that these fig- 
ures also show that the greater part 
of the loans was granted in fields 
in which small business particularly 
operates. 

Even these loans do not anywhere 
nearly show the extent of the effects 
of the life companies’ lending oper- 
ations. Many of these investments 
are made to concerns which, in turn, 
finance customers and smaller busi- 
ness units. Thus one large loan by 
one large company may, in effect, 
be the vehicle by which hundreds 
of smaller units are in fact financed. 


Don’t miss reading the details of the 


SECOND LETTER-WRITING CONTEST 
$250 in prizes! 


See page 32 
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And many residential mortgage 
loans and policy loans actually pro- 
vide funds to finance small business. 
You see, the financing of small busi- 
ness is complex indeed. 


OR ten smaller life insurance 

companies for which data have 
subsequently become available out 
of a total of 431 loans to business 
in 1948, 158 loans or 37% were to 
firms having assets of less than 
$100,000. And in the case of my 
own Company, the Jefferson Stan- 
dard of Greensboro, N. C., 57% by 
number of the loans we made to 
business were to firms having assets 
of less than $100,000. I want to 
emphasize once again that the fig- 
ures given do not include loans of 
less than $25,000 in amount. Con- 
sequently there is reason to believe 
that more than 57% by number 
were actually made to firms having 
assets less than $100,000. 

I might also say that these loans 
of Jefferson Standard have been 
made to small businesses of all sorts. 
We have made loans to newspapers, 
to bakeries, to laundries, to radio 
stations, to hotels, to cafes, to mor- 
tuaries, to ice plants, to tourists 
courts and motels, in fact to almost 
every type of business which you 
might think of—including finance 
companies. I would say that we in 
particular and the life insurance 
business in general are in the busi- 
ness of making loans to small and 
medium-sized business in a big way. 


HE record in bonds is not quite 

as favorable to small business as 
the record in mortgages. However, 
it must be borne in mind that a 
small business does not normally 
finance by means of a bond issue. 
A firm with assets of $5 millions 
is a small business as bond financing 
goes. Even with this qualification in 
1948, the 17 major life insurance 
companies invested $111 millions in 
firms having assets of less than $5 
millions after adjustment for finan- 
cing. For the ten smaller life com- 
panies, the record is even more fav- 
orable to small business. 

Many more statistics could be 
cited but they would only prove the 
same point—namely, that the life 
insurance business in this country 
is every day making loans to small 
and medium-size business and in a 

(Continued on Page 29) 





CREDIT - 


Fundamental function of marketing 


by DR. EATON V. W. READ 


Dean and Professor of Marketing, University of Bridgeport, Conn. 


HAT is marketing? To 
the housewife it means 
going to the grocery store 


every few days to buy—for cash or 
credit—the food and drink her fam- 
ily needs. To the advertising agency 
it covers largely the use of the 
printed or spoken or televised word 
in attempting to sell goods and serv- 
ices. For the specialist in the sub- 
ject, the American Marketing Asso- 
ciation, composed of university and 
business men, has defined marketing 
as “the performance of business ac- 
tivities directed toward, and incident 
to, the flow of goods and services 
from producer to consumer.” Pro- 
fessors Agnew, Jenkins, and Drury 
of New York University in their 
useful little volume called Outlines 
of Marketing break down the study 
of marketing into six major divi- 
sions. They say that the study of 
marketing comprises: 

People in various places who are 
able and willing to purchase; 

Goods and services for business 
use or home use; 

The functions involved (to which 
I will soon return) ; 

The middlemen who perform 
these tasks—individuals or groups 
in the market place who use 

The available techniques of selling 
and sales management, advertising 
and public relations, and research 
and forecasting, under 

Conditions involving government- 
al regulation and physical, psycho- 
logical, and sociological changes. 


N our collegiate schools of busi- 
ness we attempt to give our stu- 
dents some ground work in these 
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areas. We study people as consumers 
and industrial purchasers. We classi- 
fy goods and services on various 
bases which affect marketing prob- 
lems. We analyze marketing from 
the functional point of view. We 
study the characteristics of various 
types of wholesale and retail middle- 
men. We try to develop in our stu- 
dents some knowledge of current 
business techniques in personal sell- 
ing, in the management of salesmen, 
in advertising, in public relations and 
publicity, and in marketing re- 
search and analysis. We also give 
our students some background in 
government regulation of business 
as it pertains to marketing, and we 
require them to take courses in 
psychology, sociology and econom- 
ics so that they will understand bet- 
ter the characteristics of the indivi- 
dual and the characteristics of our 
social and economic system. 

As I wrote these remarks the 
other day it occurred to me that 
each one of you—no matter in what 
field you received your original edu- 
cation and experience—has had to 
become, willy-nilly, a student of 
some of the fields of marketing, as 
well as of the techniques of account- 
ing and finance that you use in ap- 
praising the credit that your firm’s 
customers offer in exchange for the 
goods or services your organization 
sells, 

If we could pool our knowledge 
of marketing practices and policies 
we would have the raw materials 
for many, many articles on the sub- 


This article is adapted from a talk before 
the Connecticut State Conference. 


ject. Aristotle said many centuries 
ago, “A boy cannot be a philosopher 
because he has-not had enough ex- 
perience with people and ideas.” 
So it is with young students, whether 
they be at the University of Bridge- 
port, the University of Illinois, or 
the University of California. They 
can be students of marketing and of 
production and of finance, but not 
for a good many years can they be- 
come philosophers of marketing, of 
production, of finance. 


FTER that bit of quasi-philo- 

sophical digression, I must re- 
turn to the functions of marketing 
and the relationship of credit to 
them. Authorities in my field differ 
among themselves—as is the habit 
of authorities in most fields—upon 
the classification of marketing func- 
tions. It scarcely seems necessary 
to define a function of marketing but 
there have been arguments about 
even that. The American Marketing 
Association has given its approval 
to a simple definition : “a major spe- 
cialized activity performed in mar- 
keting.” They point out that there 
is no generally accepted list of mar- 
keting functions and that some ac- 
tivities called “functions of market- 
ing” are in reality broad general 
business activities. Be that as it may, 
buying and selling and market fi- 
nancing, the AMA committee says, 
are among the most generally recog- 
nized functions of marketing. Credit 
executives are very definitely con- 
cerned with all three of these. As 
you will see, I perhaps stretched a 
point in the title of my paper since 
credit as such, is listed by only a 
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few writers as a specific marketing 
function. Why? Because credit is 
broader than marketing and because 
marketing is broader than credit. 
If we could think of the two 
fields as circles, making them of 
equal size, we would see that they 
overlapped somewhat. On the one 
hand we would find that much of 
credit is for purposes of production 
rather than marketing. (As a mar- 
keting man, waving his flag again, 
let me point out that the purpose 
of production is consumption and 
that all goods and services must be 
in some way marketed before they 
are consumed by you and me or by 
your business and my university.) 
On the other hand we would find 
that there is much of marketing that 
is not included in credit. Let us look 
at the major functions of marketing 
and see how they are related to one 
another and to your field of credit. 


E best known functions of mar- 
keting are buying and selling. 
The former includes four steps: de- 
termining needs, finding sources of 
supply, negotiating price and terms, 
and transferring title. Credit is in- 
volved in a very high proportion of 
buying transactions. Of course the 


other side of buying is selling. Sell- 
ing includes the stimulation of de- 
mand, the finding of buyers, the 
giving of advice to buyers, negotiat- 
ing price and terms, and the trans- 
ferring of title. As in the case of 


buying, consumer or mercantile 
credit is offered and accepted in a 
very high proportion of sales trans- 
actions. 

It should be remembered that the 
buying and selling functions—as a 
matter of fact the whole marketing 
process—may occur several times 
between the production of the goods 
and their reaching their final user 
or consumer and that production 
processes may occur between the 
marketing processes. 

For example, let us take the bread 
we buy in the grocery store, assum- 
ing that the store is an independent 
unit offering credit and delivery 
service. Mrs. Housewife telephones 
her order to the Fine Foods Gro- 
cery and Market, Inc. The order in- 
cludes a loaf of white bread and a 
loaf of whole wheat bread. The store 
delivers the bread along with the 
rest of the order that afternoon, 
leaving a copy of the order slip for 
Mrs. Housewife and keeping a copy 


for the preparation of her monthly 
bill. One form of consumer credit 
has been extended. 

The grocery store owner or one 
of his assistants places an order with 
a local wholesale bakery for a large 
amount of bread. Credit is again 
used, mercantile credit, because the 
wholesale bakery does not expect 
Fine Foods to pay cash on the spot, 
provided the retailer has been 
prompt in meeting his obligations 
in. the past. The bakery has pur- 
chased flour and the other ingredi- 
ents for the bread from various sup- 
pliers—another example of mercan- 
tile credit. It then performs a pro- 
duction process in making the bread. 
Before that, the miller has purchased 
wheat, but probably for cash or on 
very short credit, from a terminal 
elevator. The elevator in turn has 
purchased for cash from the farmer 
or a country elevator. 

Another function of marketing 
which may involve credit is storage. 
In cases where manufacturers rent 
storage space from warehouses they 
are likely to pay for that space on 
a basis similar to the consumer’s 
charge account, that is, monthly or 
quarterly billings by the individual 
warehouse owner. On the other 
hand, the manufacturer, wholesaler, 
or retailer may store on his own 
property. In either case the owner 
of the goods may use bank credit 
in carrying unusually heavy inven- 
tories during peak seasons. 


O closely connected functions 

of marketing that are recognized 
by practically all writers in the 
field are standardization and grad- 
ing. According to the American 
Marketing Association, standardiza- 
tion is “the determination of basic 
limitations or grades in the form of 
specifications to which manufactured 
goods must conform and classes in- 


‘to which the production of agricul- 


ture and industries may be sorted.” 
The American Standards Associa- 
tion is active in this field by help- 
ing trade associations and other 
groups of manufacturers to establish 
commonly recognized specifications 
for goods that are produced by a 
large number of concerns. Successful 
use of standardization enables the 
saving of much time and effort in 
buying and selling since the goods 
may be offered for sale, considered, 
and bought without actual physical 
inspection. In the case of agricul- 
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tural goods, we are all familiar with 
the use of such terms as U. S. No. 1 
potatoes, No. 2 hard wheat, etc. 

Closely related to standardization 
is the generally recognized market- 
ing function of grading, defined by 
the AMA as “the process of sorting 
individual specimens of a given prod- 
uct into the standard grades or 
classes in which they belong.” Coun- 
try and terminal elevators perform 
this process with respect to wheat 
and other grains. United States in- 
spectors in meat packing establish- 
ments grade beef, pork, lamb, and 
other meats in accordance with the 
limitations and standards set up by 
standardization. These two functions 
of standardization and grading are 
highly important in the marketing 
process but do not directly involve 
credit, so I will not go into them 
further. However, I should note here 
that the performance of these func- 
tions definitely facilitate borrowing 
on stored goods. The banker or 
commercial credit house has a bet- 
ter basis for evaluating its security 
for loans. 


RANSPORTATION is another 

function of marketing, and is one 
which may or may not involve the 
offering and acceptance of credit. 
Railroads handle about two-thirds 
of our country’s freight and deal 
largely on a cash basis as do the 
highway and water-way carriers of 
the country. Therefore, it can be 
said that credit is not used to any 
comparable extent in the transporta- 
tion of commodities. 

Assembling and dividing are con- 
sidered functions of marketing by 
several outstanding students in the 
field. Assembling has to do with 
the physical concentration of goods 
and dividing with the physical dis- 
persion of goods. The retailer and 
the wholesaler buy goods, as we all 
know, from many sources and sell 
to many customers. The physical 
side of buying and selling is assem- 
bling and dividing, so the involv- 
ment of credit has already been 
discussed. 

Risk management is a general 
business function which is involved 
both in production and marketing. 
According to the AMA, as a market- 
ing function it is “the function of 
reducing, spreading, or avoiding the 
loss of pecuniary value of goods 
during their marketing.” The defi- 

(Continued on Page 30) 
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Credit in Sales Development 


will depend greatly upon a point 

of view. Is it your judgement as 
credit managers not only that we 
are entering a war-burdened econ- 
omy which will endure for a con- 
siderable period of time, but also 
that the new international position 
of this nation will, at the same time, 
carve out a peace-burdened economy, 
i. e. an conomy that will reflect its 
basic intention to become the chief 
balance wheel among world powers? 
If so, our point of view for the fu- 
ture must be based upon the reality 
that we face a new economy, born 
of the old but pointing to new ho- 
rizons. 

We have had wars with fiscal re- 
sults both inflationary and defla- 
tionary in the historic reaction to 
our business system. What we have 
today are a set of unprecedented 
circumstances which may prolong 
underlying price pressures forming 
an inseparable part of our credit 
structure, and which may continue 
to exert their influences for a longer 
period than any of us can probably 
foresee. Thus, the price structure 
will require new credit sights, be- 
cause the carrying of inventories 
and accounts will reach unexpected 
levels. Retailers are already begin- 
ning to feel the strain of increased 
costs of inventories and increased 
credit demands. The result has been 
a heavy increase in seasonal bank 
borrowings, and this may reach a 
point where new capital funds or 
long term funded debt will be re- 
quired to replace short term bor- 
rowings that will exist at the end 
of the next fiscal year. 


Fis here out, credit policies 


N the immediate future we meet 

with an important phase of con- 
sumer consciousness, which is in- 
flationward. People have the feeling 
that an increase in buying power 
should be promptly translated into 
a better standard of living. They 
have a hunch that they want to buy 
things now. 

The pressures upon the price 
structure are difficult to measure at 
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by SAUL COHN 
Vice-Chairman, City Stores Company 


this time, and will of course arise 
out of governmental burdens on the 
economy. It is quite clear that out 
of the sum total of production there 
will be military expenditures of as 
much as 30 to 50 billions of dollars, 
and this will have a very impressive 
effect, since we all know that when 
we spend a million dollars for a war 
weapon we increase the money and 
credit supply but we do not increase 
the consumable goods in circulation. 
Also, the debt structure of the coun- 
try, which faces unprecedented fiscal 
pressures because there seems to be 
upwards of 50 billion dollars due in 
one year, will, until clearance, exert 
another powerful influence on prices. 
People will be getting money for 
the maturity of their obligations, and 
they will think, not in terms of in- 
vestments altogether, but in terms of 
using the money for buying power. 


OR the second time in less than 

a decade business is faced with 
controls necessitated by a war con- 
dition. However, let us not compare 
today with 1942 when attempting to 
ascertain the effects of credit con- 
trols. In those hectic days industry 
after industry hurriedly switched 
from civilian goods to output of war 
materials. Store shelves were de- 
pleted, many items disappeared al- 
together, and credit volume declined 
drastically. To be sure, the decline 
of credit was to a certain extent 
affected by controls, but the greater 
portion was due to the shortage of 
goods. Today, due to the great in- 
crease of our productive facilities, 
consumer goods are available, and 
demand for credit, even at stiffer 
terms, will continue. There is nothing 
in the Mobilization Bill which for- 
bids competition between individuals 
and between stores ; so credit execu- 
tives can expect, and meet, intensi- 


fied competition for the available 
business. 


HILE there is no doubt that 

certain limitations are set up 
by credit control, it is well to bear 
in mind that sound credit has be- 
come so vital a part of our economy, 
that it is not going to be killed over- 
night by government regulations, 
nor are we necessarily: faced with 
being stymied by the shift, on the 
part of the consumer, from hard 
goods to soft goods. 

First and foremost we must rec- 
ognize that credit is not a process 
which pours from the top down, but 
actually operates from the bottom 
up. In the final analysis, it is the 
customer whose total cash and credit 
power picks up the indebtedness 
which precedes his act of buying, 
from the producer to the wholesaler 
to the franchise distributor to the 
marketer. Either in paper or money 
he clears the debt structures which 
have come into being before he gets 
to the point of purchase. This being 
the case, we must review and re- 
appraise from the standpoint of de- 
sirability the type of accounts to be 
sought. 

It is interesting to note that the 
greatest percentage of those whose 
earnings have advanced in the last 
years, lies in the low-income groups. 
The prime customer, therefore, is 
the one who has never had an ac- 
count before, and who, because he 
has moved into a middle income 
group, is now in a position to open 
a charge account. The next best cus- 
tomer is the one who now has only 
one account at another store. By 
adding this customer to the charge 
list, a store will receive a propor- 
tional share of his total business. 
Another qualification is that the 
composite of the best charge cus- 
tomer is the one who is young and 


This article, adapted from an address delivered during 
the Northeast Credit Conference in New York, is written 
from a retailer's viewpoint, but if is equally applicable 
to wholesale operations. 
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has recently established a new home. 

Thus, the new sources of buying 
power follow the .shift of a great 
number of people into the middle 
income group, and the availability 
of goods to them will be made pos- 
sible by adequate credit. We will 
therefore have to enlarge our per- 
spective of the vista ahead, and bring 
ourselves out of the narrow confines 
which regard the issuing of credit as 
a matter of grace or condescension 
rather than as a legitimate privilege 
to which the consumer is entitled, 
within reasonable limits. In other 
words, we must see the consumer 
for what he properly is—a spigot 
and not a drain. 

This is one of the most impor- 
tant jobs facing the market today. 
The credit manager must re-orient 
his attitude towards people: He must 
appraise their new earning power, 
as well as their character and ability 
to pay; he must see that the sales 
person, or any person coming into 
contact. with the customer, makes 
him credit conscious. Certainly it is 
not hard to envision a person going 
into a,store to buy a hat and walk- 
ing out with a full wardrobe because 
he (or, she) has been made acquaint- 
ed with the types of credit that store 
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We are in the wholesale grocery business. To enable our 
retailer customers to restock their shelves for each day’s 
trade we make regular night deliveries. Collections 
brought in by our drivers after office hours are slipped 
through a wall slot into our night depository — a steel box 
that is kept in a locked room. 


One night someone broke into this room, forced open 
the box and stole over $4800 from it. Whether this was 
an “inside job” or the work of an intruder could not be 
determined. Under old style insurance policies that cir- 
cumstance might have caused us considerable trouble 
and delay in collecting our loss. Fortunately we carry 
modern comprehensive Hartford protection and the 
Hartford promptly paid us in full. 


offers. Nor, on another level, is it 
hard to conjure the retailer who con- * ° © 
ducts an arid spot, which is mois- 
tened by a discerning wholesaler or 
manufacturer who helps him with 
his credit problems, the same way 
as some very wise producers have 
helped small retailers throughout the 
country, by purchasing fixtures, step- 
ping up their promotion, and offering 
general professional assistance. 


Here is an excellent example of the advantage in having the 
modern, broad Hartford “3D Policy.” In a single contract, free 
from technicalities, this insurance covers businessmen against 
losses of money and securities by dishonesty, disappearance or 
destruction, and loss of other property by burglary, robbery or 
dishonesty. Without costing more it eliminates loopholes that 
can exist in less comprehensive combinations of protection. 

Return the coupon below for full details of this insurance, or 
see your local Hartford agent or your own insurance broker. In 
over 5,000 communities you can secure the name of the nearest 
Hartford agent quickly by calling Western Union by number 


REDIT Managers, if they will 
and asking for “Operator 25.” 


properly evaluate the consumer’s 
role in the market, will become a 
new force in management. They 
will realize, first and foremost, that 
they do not sell to a fixed audience 
but to a constantly passing parade; 
that this parade at the moment re- 
flects a decline in the real income 
of professionals and people in the 
so-called white collar class, an even 
greater decline in the self-employed 
and the farm group, but an increase 
in a very large group from the ranks 
of union labor, and generally in the 
lower income groups. This means 
that income improvement in certain 
groups will be reflected in the qual- 
ity of the merchandise sold to them, 
because the desire to better stand- | 
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ards of living of all groups increases 
faster than the pocket money to sat- 
isfy those standards. This will of 
course create a demand for credit 
and open the field for an expansion 
of wise credit facilities. 

There are, of course, many new 
techniques for bringing credit to the 
attention of the public. A consistent 
window display is one of the most 
effective. J. L. Brandeis & Son, of 
Omaha, experimented with this prior 
to the Easter season. This brought 
many favorable comments from the 
public. The sales people and store 
members also gained added infor- 
mation and knowledge they did not 
possess. Credit sales have increased 
month after month since then, and 
the store attributes this to the win- 
dow display. Copies of the story 
treating with this experiment in de- 
tailed form are available for anyone 
desiring them. 

Like manufacturing, _ retailing 
faces the need of greater productivity 
of its tools and facilities, and this 
from the standpoint of keeping the 
pressure off prices as well as for mo- 
tives of profit. We have experiment- 
ed considerably with the subject of 
productivity as against ordinary pro- 
duction. For illustration, instead of 
renting an adjoining building and 
increasing occupancy costs, we have 
been putting our space to greater 
utility and getting full productivity. 
It is likewise with credit, which, in 
retail management, becomes a vital 
tool for productivity. 


OOPERATION between the 
makers and sellers of goods be- 
comes a “must” if we are to maxi- 
mize full production and marketing. 
Never before has there been so great 
a need for getting together, through 
periodic, regional councils, which 
will permit the factory and the mar- 
ket-place to plan for the kind of pro- 
duction which is at present required. 
It is imperative that confidences be 
exchanged between manufacturers 
and marketers, even to the point of 
interchanging board members in 
their various organizations. This 
will not only help to dispel the cyni- 
cal attitude abroad that we are fast 
destroying ourse'ves. It will prove 
that the cooperation which charac- 
terizes our business and industry 
arises from a deeply rooted sense 
of liberty and good will, which are 
products of our business system and 
way of life. 


18 


Memo to Management 


by J. J. STEIG 
Tracy-Wells Co., Columbus 


N analysis of our past due 
A accounts reveals that they 

are 50% in excess of those 
that we had on the books at this 
time last year. Of course some of 
this is attributable to the fact that 
we have shortened our terms and, 
naturally, included in this group at 
the present time are accounts that 
are over 30 days old and, therefore, 
past due, but would not have been 
a year ago. Nevertheless, I am con- 
cerned and recent events, particu- 
larly on two rather large past due 
accounts, have caused me to won- 
der whether or not something should 
be done to bring me in closer touch 
with those accounts that have a 
substantial amount on the books and 
are now delinquent. 

I have in mind visiting these 
accounts that have on our books 
amounts in excess of $1000,00 to 
determine whether or not, in my 
own mind, they will weather the 
storm ; to ascertain for myself what 
plans they have for procuring addi- 
tional working capital or what pro- 
motional plan they have in mind for 
revitalizing their businesses. If I am 
not satisfied that we should continue 
to extend credit to the dealer in 
question, then I will be in a position 
to take immediate action to protect 
our interests. 

While it is true we have a sales- 
man in the territory that we neces- 
sarily depend upon to collect our 
money, many of them are young 
men, inexperienced in the handling 
of such matters and are not equipped 
to deal with a transaction when it 
involves difficulty of this nature. For 
instance, they do not know whether 
to propose a postdated check settle- 
ment or a note settlement, or wheth- 
er the situation looks so desperate 
that it is vital that we confiscate on 
the spot any merchandise that is 
within our grasp. At the same time, 
it may be that additional help on 
our part will stimulate the business 
and bring it back into a healthy 
condition and develop goodwill to 
the point where it will increase our 
sales. 


This is really the modern way to 
approach problems of this kind—it is 
being done by progressive credit 
men in all industries and especially 
among our competitors. 

I must guard against the effect 
that a couple of failures would have 
upon ‘me that would warp my think- 
ing and cause a general freezing of 
credit to the extent that it would 
seriously hamper our sales. We can- 
not conduct a modern distributing 
business of this kind under normal 
conditions without suffering credit 
losses, and it is common knowledge 
that the credit man who brags that 
he has lost no money for his em- 
ployer is actually causing the loss of 
sales. 

I of course realize the tremendous 
overhead burden that accompanies 
this business and in order to do the 
maximum job in sales, we must of 
necessity take on some marginal 
accounts, and in so doing, it is then 
that justification for my capacity as 
credit manager becomes most felt 
and apparent. The two _ isolated 
cases that I refer to have caused me 
to believe that perhaps there are 
others who will not weather this 
storm during this period when some 
businesses, such as the sporting 
goods dealers, are at their lowest 
ebb. It is at this point where they 
are past due with perhaps several 
distributors who may become im- 
patient and precipitate an action that 
will involve bankruptcy or some- 
thing comparable. I should know 
whether there are some dealers that 
are close to this breaking point, and 
I say again that the salesmen in the 
field, especially the younger of them, 
cannot make this determination on 
the spot. 

Many, many of our salesmen have 
made this statement to me, “Go out 
and see for yourself. It will do you 
good and do Tracy-Wells good and 
will certainly help my sales for you 
to know how bright the prospects 
are for this particular account.” 
And to satisfy yourself on this score, 
you will only have to take a poll 
of the sales force. 
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Management Needs 
Fuller Bargaining 
Facts, Survey Shows 


ANAGEMENT must have 
M more specific information 

on labor costs, living costs 
and other pertinent factors in order 
to counter “Fifth-Round” union de- 
mands, and such data must be pre- 
sented at the bargaining table in 
clearly understandable form. More- 
over, according to Controllership 
Foundation, Inc., research arm of 
the Controllers Institute, New York, 
important gaps exist in company 
records which leave negotiators vul- 
nerable to “surprise attacks’”—a sit- 
uation which can be corrected only 
through year-round cooperation be- 
tween each company’s controller and 
its industrial relations staff. 

How to attain and implement such 
teamwork is brought out in a study 
conducted for the Foundation by the 
New York State School of Indus- 
trial and Labor Relations at Cornell 
University. The findings are based 
on an analysis of the methods used 
by 41 selected companies comprising 
a wide cross-section of industry. 

Important gaps in specific com- 
pany records were detected by the 
researchers, such as breakdowns in 
sickness figures, turnover by various 
groups, costs of absenteeism and 
work stoppages, distribution of pres- 
ent employes by age, etc. According 
to the report, most of the companies 
had found their records inadequate 
to furnish the information needed 
to bargain on pensions, and they 
conceded they would be in a similar 
position if required to bargain on 
a guaranteed annual wage. A check- 
list of “areas of inadequate personnel 
records” is featured in the report. 

Both the controllers and negotia- 
tors interviewed in the survey em- 
phasized the importance of having 
the kind of records which can be 
flexibly used to construct reports 
for many different purposes. The 
report contains lists of minimum 
and maximum personal records to 
guide executives in establishing 
proper systems to meet their com- 
panies’ needs. 

Copies of the report, which is 
priced at $5.00, may be obtained at 
Controllership Foundation offices, 1 
East 42nd Street, New York 17. 


CREDIT INSURANCE COMPLETES 
YOUR PROGRAM OF PROTECTION 


HERE’s always danger of disaster 
Pailin when it’s least expected. 
Strikes, material shortages, floods, 
Government controls and other unfore- 
seeable events can quickly put previously 
sound customers in a position where they 
cannot pay their obligations. 

That’s why manufacturers and whole- 
salers in over 100 lines of business com- 
plete their insurance program with 
American Credit Insurance. American 
Credit pays themwhen their customers can’t. 

One of our many types of policies can 
be tailored to give you coverage best 
suited to your needs. You can insure all, 
a selected group or just one account. 
American Credit coverage also enables 
you to get cash for past due accounts... 


Americas LAAT 


improves your credit standing with banks 
and suppliers—important benefits when 
many companies are operating at high 
volume on limited capital. 


SEND FOR BOOK 

This book gives you valuable hints on 
planning sound credit policy... plus ad- 
ditional facts about American Credit In- 
surance. For a copy just phone 
our Office in your city, or write 
AMERICAN CREDIT INDEMNITY 
Company oF NEw York, 
Dept. 47, First National Bank 
Building, Baltimore 2, Md. 
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GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 
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S credit executives or man- 
Ae of companies, we are 

accustomed to quickly in- 
terpreting, from statements, certain 
facts, by using ratios or rules-of- 
thumbs that guide us in making our 
ultimate decision. We know from 
experience that these ratios or rules- 
of-thumb which may fit 999 cases 
out of a 1000 cannot be regarded in 
certain individual cases, so the as- 
sets and liabilities which I will pre- 
sent to you as being the personal 
statement of a credit manager may 
not fit some of you as individuals 
but they would reflect sound con- 
dition in almost 100 per cent of the 
cases. So let us prepare the personal 
statement of a credit manager. 

The first asset which we would 
place on the statement would be 
health. Over these years we have 
rarely seen a successful man reach 
the top, whether it is as a credit ex- 
ecutive or any other position in the 
company, without that robust health 
which supplies the drive and energy 
necessary to reach the goal which he 
set for himself. A few succeed in 
spite of many adverse conditions in 
their personal health but generally 


health, like cash in the bank, is the - 


most important asset in my Opinion, 
and that is why I have placed it on 
top. It behooves us all, whether we 
are just starting out, or are part 
way toward a goal, to take every 
precaution to safeguard this valu- 
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A Credit Manager's 
PERSONAL STATEMENT 


by LOUIS HAGEMAN 


Vice-President and Treasurer, Luer Packing Company, Los Angeles 


able asset. Set up controls to in- 
sure good health in the same man- 
ner in which you would set up con- 
trols to insure against bad debts. 
This may mean as we are often ad- 
vised, “see your physician and your 
dentist at least twice a year for 
periodical check-ups.” Take ade- 
quate recreation and relaxation, and 
by all means be sure that you do as 
many of these men do—have a hob- 
by, which will along with recreation 
and relaxation, help to maintain 
your mind and body in shape for 
your day’s work which, in these days 
o 


This article is adapted from an address given 
before the Meat Packing Industry Group 
meeting during the 54th annual Credit Con- 
gress. 







where everything travels at such a 
terrific pace, exacts a great physical 
toll. 


HE second asset is desire. It is 

safe to say that no one ever suc- 
ceeded without desire and it may be 
said that the intensity of desire dif- 
fers in successful individuals, but 
so does the relative success attained 
vary. Desire by itself no more than 
health by itself can assure success 
for a credit manager or any other. 
individual, ‘no more than cash in the 
bank or accounts receivable can by 
themselves assure a strong position 
for a company. The kind of desire 
that we mean is the type wherein 
a man knows what he wants and 


Entries by the hundreds are arriving at the editorial office of CREDIT 
and FINANCIAL MANAGEMENT for the first of the three letter writing 
contests which this publication is sponsoring between now and the 
)5th annual Credit Congress in Boston, Mass., next May. Prizes of $50 
each will be awarded to the entrants submitting the best letter in each 
contest and an extra grand prize of $100 to the writer of the letter 
which is judged best in all three contests. 


Details of this month’s contest may be found on page 32. If you 


didn’t enter last month’s contest try this one. Remember, whether you 


are a big shot in a big firm or a little shot in a little firm you have the 
same chance. NOBODY who has anything to do with the judging 
knows who is the writer until the winning letter is selected. 
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then sets out to do all of the things 
which are necessary to properly at- 
tain an end. Not the kind of desire 
that we see so many times where 
an individual wants something for 
nothing (and refuses to pay all the 
prices that go with attaining the 
ends which he wants) nor the type of 
desire where one keeps wishing 
things were so. We all know wish- 
ing won’t make it so. It resolves it- 
self down to this, you must first 
make up your mind what you want. 
If your mind is made up and you 
want to you can do it. 

Ability is the third asset which I 
would place on the statement and 
let us say that this is comparable 
on a balance sheet to accounts re- 
ceivable and inventory. Most of the 
working capital of any virile com- 
pany is invested in accounts re- 
ceivable and inventory and by the 
same token a man’s ability is his 
own greatest investment. Your 
ability can be cultivated more than 
any other of your assets. The ex- 
tent of your ability is strictly up 
to you. You were born with cer- 
tain capacities and through obser- 
vation and use you develop these 
capacities into varying degrees of 
ability. When I speak of ability, 
I do not mean knowledge but rather 
that characteristic of having the 
power to perform the task at hand 
with facility. We have all seen very 
able men who have fallen down and 
have not reached their goal because 
they didn’t have desire, and did not 
know where they were going, or 
other men who did not have the 
necessary health to assist them with 
their ability to reach the top. So 
again these assets are closely cor- 
related and one is vital to the other. 


HE fourth and last current asset, 

which should be on the personal 
statement of any credit manager, is 
knowledge and this knowledge need 
not necessarily be strictly the knowl- 
edge of credits. Many credit men 
are now presidents of their com- 
pany. Certainly they must have at- 
tained a well-rounded knowledge of 
many subjects— particularly the 
type of knowledge that every man 
should have which is peculiar to his 
own industry. I believe this is nec- 
essary in order to complete the cycle 
which desire first started and which 
would eventually lead you to your 


goal whether it is as top credit ex- | 


He is your local U.S. F.&G. Agent 


Youu. want to see him because he knows 


how to give your company maximum coverage 


against losses which are due to dishonesty, 
vandalism and accident ... with a minimum 

of premium outlay. 

Or if you want to see him today, there is a 

U. S. F. & G. agent in your community who 

will be glad to call on you at your convenience. 


Naturally there is no obligation. 


United States Fidelity & Guaranty Company, Baltimore 3, Md. 
F 


idelity & Guaranty Insurance Corporation, Baltimore 3, Md. 


Fidelity Insurance Company of Canada, Toronto 


CONSULT YOUR INSURANCE AGENT OR BROKER 
AS YOU WOULD YOUR DOCTOR OR LAWYER 
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ecutive or as manager or president 
of your company. 

Let me give you an illustration. 
I am serving with the meat packing 
industry. It helps me do a better 
job when I read the history and the 
romance of the packing industry ; 
how the tremendous obstacles were 
overcome by the early pioneers in 
New England and later in Ohio, 
Virginia and Illinois. There is a 
certain amount of romance in any 
business and if you have this knowl- 
edge it makes your job more enjoy- 
able and enjoyment is certainly nec- 
essary for success. 

The actual operating knowledge 
may not seem vital to the personal 
statement or the job of the credit 
manager but let us suppose that 
these same credit managers have the 
desire to render more service to 
their own companies or some day to 
head that company. The more that 
a credit manager knows about his 
company’s operations—buying, sell- 
ing, slaughtering, processing—and 
the more he knows about costs, the. 
more valuable he becomes to his 
company. A meat packer’s credit 
manager should also have knowl- 
edge of the operating costs of those 
industries which the meat packer 
serves. 

We have not placed knowledge, as 
you can see, first in importance 
since knowledge without health, de- 
sire and ability is of little or no use. 
I am reminded of one of the most 
gifted men from the standpoint of 
knowledge that I have ever known, 
whose health was poor. He had no 
ability. to. perform because he lacked 
the power and his sole desire was 
to get something for nothing. Today 
he is a failure and spends his time 
endeavoring to become a public ser- 
vant in Government office. 


At THIS stage on a financial 
statement, a sub-total is taken 
and this represents the current or 
quick assets of a company, so like- 
wise on a personal statement, let 
us draw a line and say that these 
four assets—health, desire, ability 
and knowledge—would represent 
the current or quick assets on the 
personal statement of a credit man- 
ager. With these in a good strong 
position many men, like many com- 
panies, have been successful. 

There are other assets that we 
will touch on briefly, which are sim- 
ilar to investments, capital assets, or 
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prepaid expenses which are shown 
on a company’s balance sheet, and 
they represent in an individual, just 
as in a company, that solid stuff 
which makes for permanence. Let us 
review some of these. 

Dependability—Some_ say _ this 
trait can be cultivated; others feel 
you are born with it. Perhaps it is 
a little of each. But do a little think- 
ing about those people around you 
who are successful or are outstand- 
ing employees, and see if they don’t 
have this asset of dependability. It 
is true that occasionally we will read 
in the paper of the president or 
some trusted employee of a concern 
embezzling its funds but again that 
is the exception rather than the rule 
and invariably the men that I have 
watched have had this characteristic 
—dependability. 

Attitude—On the personal state- 
ment, I would place attitude as an 
asset. Let us again call it a fixed 
or capital asset because without ex- 
ception a wholesome attitude or out- 
look is an asset of great importance. 
Certainly very few men with radical 
attitudes have achieved success in 
business. They may get by tempo- 
rarily in politics but not in business. 

Loyalty is another asset which 
would fall into this position on your 
personal statement. Again very few 
men succeed in their companies 
without a very strong loyalty to 
them. We have a saying in our 
company about a few of the people 
whose loyalty we know to be above 
question: that these people would 
stand on their head for as long as 
they could if the company asked 
them to do it. We do not expect 
these same people to be “yes” men 
or women; in fact, we have told 
them many times that we want 
them, if there is a doubt in their 
mind, to question our policies or in- 
structions and to argue construc- 
tively with us, for it has been said, 
“when two people in business al- 
ways agree, one of them is unneces- 
sary.” After these same people are 
convinced, or they have convinced 
management that their side is cor- 
rect, then they proceed without de- 
lay to perform their job. 

Loyal people are becoming fewer 
and fewer. Too many people are 
concerned with their so-called 
rights. I can not recall any instance 
where a loyal employee has ever 
been placed in an adverse position 


that affected his rights. Companies, 
in my opinion, will take great pains 
to take extra care of those em- 
ployees who prove themselves loyal. 

Keeping your own counsel is an- 
other asset of this same type which 
is extremely important and is dou- 
bly important in the position which 
credit executives hold. They have 
privileged information regarding 
those who deal with them, both per- 
sonal and financial information 
which can not be betrayed in public. 


ENERALLY, the last asset 

listed on a balance sheet is 
Goodwill. This can very well be the 
last asset on a personal statement 
of a credit manager. Too often we 
hear that a company’s credit man- 
ager or credit department is called 
the “sales prevention department,” 
or that they are a “necessary evil.” 
These names should never be called. 
A company’s credit manager and 
credit department should be a valu- 
able associate to the sales manager 
and to the sales department. As a 
matter of fact, in our own company, 
our sales manager was at one time 
our credit manager; our present 
credit manager was at one time a 
salesman. This has made a very 
happy and successful relationship 
between the sales and credit depart- 
ments but most of all between our 
company and our customers, whose 
goodwill we value above all else. It 
is well to acquire a human person- 
ality which is real, not affected, and 
to treat associates, customers, and 
friends with equality and grace. 


OW to cover the liability side 
of the statement. Each of the 
assets which we have enumerated 
has its antithesis; hence, it may be 
said that poor health would be a 
distinct current liability. It may 
catch up with you within one year. 
Thus, on the personal statement of 
a credit manager poor health would 
be listed as a current liability in 
tlie same manner as an overdraft in 
a bank account is listed as a current 
liability on a financial statement. 
Lack of desire, ability, knowledge 
and all of the other assets which 
we spoke of would also be listed as 
liabilities. In varying degrees, many 
of the men we have watched, who 
have achieved success, had certain 
liabilities, but they were conscious 
of them and were able to control 


CREDIT AND FINANCIAL MANAGEMENT, November, 1950 





ot 


uno ePe Ve “= WD — OD 


et 


J 


them so that it did not affect them 
adversely. Just as on a financial 
statement you expect to find liabil- 
ities so they will be found on a 
personal statement of a credit man- 
ager. The important thing is to be 
able to realize your own liabilities or 
shortcomings. 

Once each year all of our com- 
panies find it necessary to take stock 
of themselves by taking a complete 
physical inventory at the end of 
the fiscal or calendar year. Perhaps 
they call in an outside auditing firm 
to assist them to gather all of the 
facts and figures. If it is good busi- 
ness for companies to take stock of 
themselves and find out just where 
they stand from year to year, then 
I can recommend to each of you 
that at least once each year you 
take time out to fill out a personal 
statement of your own assets and 
liabilities; take inventory of your- 
selves and find out what your own 
condition is— whether you have 
made progress in the previous year. 
If you have not made progress, then 
you have gone backwards, for there 
is no static position. Weigh each 
of your assets and liabilities care- 
fully to see where you can make 
improvement. Above all, do not 
underestimate yourself for with- 
out confidence, you can not hope 
to make progress. 


N CLOSING may we leave this 
. thought that was written to 
Charley Paddock, that world-fa- 
mous, fastest human, who was killed 
in action in the last world war, by 
his friend Henry Van Dyke: “To 
be glad of life because it gives you 
the chance to love and to work and 
to play and look up at the stars; 
to be satisfied with your possessions 
but not contented with yourself until 
you have made the best of them; to 
despise nothing in the world ex- 
cept falsehood and meanness, and 
to fear nothing except cowardice; 
to be governed by your admirations 
rather than by your disgusts; to 
covet nothing that is your neigh- 
bor’s except his kindness of heart 
and gentleness of manners; to think 
seldom of your enemies, often of 
your friends, and every day of 
Christ; and to spend as much time 
as you can, with body and with 
spirit, in God’s out-of-doors; these 
are little guide-posts on the foot- 
path to peace.” 


We’ve been looking through our 
“family album” a custom we’ve fol- 
lowed on every one of our 100 
birthdays to date. And we were fasci- 
nated by the picture you see above. 
It’s the local ladies’ bicycle club 
assembled in front of a Connecticut 
Insurance agent’s office and about to 
start off on a “century.” Even in those 
days the ladies wore long skirts, chic 
hats, rode bicycles, looked coy, pensive, 
determined, or intellectual, and made 
The Connecticut Fire Insurance 
Company’s agency the rallying point 
for community activities. People still 
visit The Connecticut’s agencies when 
they want help and advice about their 
many problems - including the need 
for sound insurance protection - and 
they’ve been doing it for one hundred 
years. 


Werd be glad to give you the name 


and address of our nearest agent. 


FIRE INSURANCE COMPANY 
OF HARTFORD, CONN. 


| g 5 0 ONE HUNDREDTH ANNIVERSARY | 9 5 0 


WRITING ALL FORMS OF PROPERTY DAMAGE INSURANCE WORLD-WIDE 
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ritory I have had the oppor- 

tunity of meeting businessmen 
who are operating many types of 
business and the privilege of be- 
coming acquainted with them and 
getting a first hand knowledge of 
their problems over a friendly cup 
of coffee. 

There has always been some mis- 
understanding between sales and 
credit departments. Probably there 
always will be, but I think this 
breach can be narrowed down to a 
very minimum through constant 
travel in the field by credit men. 

Most credit and sales departments 
in organizations have a complete 
understanding of sound credit prac- 
tices. However, there is a need for 
further expansion of this under- 
standing because of the increase in 
sales and the corresponding in- 
crease in bankruptcies which have 
taken place during the past year. 

Credit is one of the essential fac- 
tors in business today and it is a 
business force which has succeeded 
in building our great organizations. 
Credit competition is going to be 
keener. It will be necessary for 
every credit man to re-examine all 
new accounts to assure that every- 
thing possible is being done to im- 
prove credit conditions, and to give 
special consideration to such ques- 
tions as: 

1. How can our entire organiza- 
tion cooperate more fully to 
protect our profits? 

. How can we improve our pres- 
ent credit and sales coordina- 
tion? 

. How can the credit depart- 
ment create better goodwill 
among the customers of your 
company ? 

. How can we educate sales- 
men to cooperate more fully in 
following accounts known as 
“marginal risks” ? 

My answer to these questions is 
constant travel by representatives of 
the credit department. 


T ses th G through the ter- 


A SALES department operates 
through traveling representa- 
tives who constantly call upon the 
company’s customers to act as good- 
will ambassadors explaining and 
demonstrating the products which 
they sell. So why should not the 
credit department also have repre- 
sentatives in the field contacting 
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The credit man in the field 


407 


by C. E. BUCK 


Pacific Coast Credit Manager, Devoe & Raynolds, Inc. 


the same accounts which after all 
are the property of the credit de- 
partment the same as they are of the 
sales department, explaining and 
demonstrating what they have to 
offer—service and better under- 
standing of financial problems— 
and thus instil in the customers’ 
minds that the credit department 
has a personal interest in their suc- 
cess and is not just the “big bad 
wolf” waiting to pounce on them 
from a desk in an office possibly 
hundreds of miles away. 

This will also tend toward better 
understanding between the salesmen 
in the territory and the credit de- 
partment, as the credit man has a 
bird’s eye view of the salesmen’s 
problems with the customers and 
gives the salesman an opportunity 
to explain why he does not at times 
like the decision or action taken 
by the credit department. Your 
credit files only reveal cold statis- 
tical facts, but, with the addition of 
information gathered from personal 
contact with the salesman and the 
customer, your salesman will clearly 
see why it is necessary to curtail 
credit in cases which will not jus- 
tify credit as desired either by the 
customer or the salesman. It is not 
difficult to secure financial informa- 
tion from the customer inasmuch as 
you are personally acquainted with 
the customer through your coopera- 
tion with the salesman. 

It demonstrates to the salesman 
the method of handling credit prob- 
lems as they arise in the field which 
in turn eliminates special corre- 
spondence and phone calls to clear 
up a credit situation because pos- 
sibly the salesman hasn’t fully 
understood how it should be han- 
dled, and in the future, when simi- 
lar problems arise, the salesman can 
handle them for you in about the 
same diplomatic way that the credit 
department would handle them. 


UR accounts are never called 

on strictly from a credit stand- 
point as we consider that too cold 
an approach, but rather from a sales 
or goodwill angle. In my brief case 
are price lists and catalogues cov- 
ering the products which are sold 
by our company. I have familiar- 
ized myself with the products to 
such an extent that I can discuss 
with the customers the majority of 
their problems, thereby assuring 
them that the credit department is 
definitely interested in sales prog- 
ress and their future—not just cold 
credit facts alone. 

Marginal risk accounts are per- 
haps one of the most difficult jobs 
of the credit department, but thev 
can be handled very successfully 
provided the credit department has 
made it a point to acquaint them- 
selves with the principals of the 
company who will carry the re- 
sponsibility of meeting. the terms of 
the sale. This acqtaintenceship 
should by all means be made in 
advance of any difficulty. In fact, 
it should be made before the first 
order is delivered. 


a your visit to marginal 
risk accounts, the salesman who 
will handle the account in the future 
should be with you. He should lead 
the conversation by prearrangement 
into credit policy, and the minute 
he gets to this point, the credit man 
takes over and carries on a conver- 
sation that will obtain the following 
essential facts to arrive at a credit 
decision : 

1. What percent of his sales are 
retail and what percent whole- 
sale? 

. What is his gross profit from 
sales? 

. What percent of sales are 
operating costs? 

4. Is the account making a profit? 

5. Is his net profit enough for 
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him to have a decent living 
and a fair return from his 
investment ? 

This information can be obtained 
from the customer, provided you 
have contacted him in his own 
place of business from a sales and 
goodwill position and not strictly 
from a cold credit viewpoint. 













N the past, credit departments of 
organizations have not had field 
representatives but I think the time 
is at hand and this is the year when 
it is necessary that the credit de- 
partment of every organization get 
into the field and call on every 
account, good or bad, at least once 
a year. 

You will not see results from 
these visits immediately, because 
the shock is so great for the cus- 
tomer to get a visit from the credit 
department that he is simply dumb- 
founded, and it takes time for him 
to recover, but you will see results 
after the second call. I have been 
making regular yearly visits to 
practically all accounts in my terri- 
tory, and as a result, more friend- 
ly relationships exist between us. 
Through these regular yearly visits 
I have the opportunity of observing 
the account from many angles, and 
it enables me to foretell to a certain 
extent what might take place in 
the operation of the account in the 
near future. It gives me an op- 
portunity to call on banking inter- 
ests and other civic organizations 
in the town which are very bene- 
ficial in arriving at the course to 
pursue in advancing credit to your 
company’s customer. 
























ae me again repeat the custom- 
ers must be educated through 
travel that the credit department is 
interested in their progress just as 
much as the sales department is 
interested in selling them. As I 
have said before, this is the year, 
and it is the year for all credit men 
to come to the aid of their com- 
panies by hitting the road—so to 
speak. I contend that all credit 
people should spend at least 50 to 
75% of their time in the territory 












There is no better way in 1950 to 
demonstrate to your superiors the 
most successful method of handling 
this vital problem in business today 
—credit goodwill. 
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over which they have jurisdiction. | 
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Follow your leaders 






Three months ago a group of experienced credit executives 
—people who hold responsible credit positions—graduated 
from the fourth session of the Graduate School of Credit 
and Financial Management which the National Association 
of Credit Men conducts in collaboration with Dartmouth 
College’s Amos Tuck School of Business Administration. 


Why in the world should such 
people want to go back to school? 


It’s very simple. They felt that they probably didn’t know 
everything there was to know about their jobs. And perhaps 
they never will. But the school was offering courses which 
they saw could help them to do their jobs better and bring 
the next promotion nearer. They—and their companies— 
recognized that the Graduate School could give those execu- 
tives something that experience alone could never give them: 
a more immediate understanding of the over-all problems 
that business faces, not just credit problems but marketing, 
finance, in short management problems. 


What about you? 


The National Institute of Credit is organized to do the same 
thing at all levels. The beginner, the assistant, the credit 
manager—all can gain a fresh outlook, a new insight, a fuller 
all-around grasp of business by study with the National 
Institute of Credit. Call up your local chapter today or, if 
there is no chapter near you, write to the address below. 


National Institute of Credit 
One Park Avenue New York 16, N. Y. 


iON 
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Chicago 13th Survey Indicates 


Gain in Number of Discounters 


Chicago: James E. Walsh, Oscar 
Mayer & Company, president of the 
Chicago Association of Credit Men, 
reports important changes as reflec- 
ted in the 13th accounts receivable 
survey just completed for and by the 
members of the Association. In the 
365,000 accounts reported, all types 
are represented with results coming 
from maufacturers, wholesalers, dis- 
tributors and financial institutions 
selling throughout the country. To 
indicate the trend over the past year, 
the figures of May, 1950, and Aug- 
ust, 1949, are given for comparison 
with the current data on the con- 
dition of Accounts Receivable as of 
August 31, 1950. 

“In the overall picture,” states 
President Walsh, “results of the 
13th quarterly survey indicate slight 


improvement, although surprising | 


changes have occurred in the anal- 
ysis of the accounts by type. Events 
in the national and international 
scene have moved rapidly and sur- 
prisingly since the May, 1950, Sur- 
vey and accelerated acute labor and 
material shortages in some markets. 
Consumer resistance has all but van- 
ished and the usual seasonal trends 
have not followed the normal pat- 
tern. Conditions remain unsettled 
and it is particularly significant to 
note the ‘drop off’ in Industrial Ac- 
counts. Future changes can be ex- 
pected to be somewhat severe, but 
the trend should be towards im- 
provement.” 

“The August, 1950, survey,” con- 
tinues President Walsh, “discloses 
that on all types of accounts, 60.2% 
are discounting as compared to 
59.8% in May, 1950, and 56.4% 
in August, 1949. Retail accounts 
discounting in August, 1950, show 
a percentage of 63.8% which is con- 
siderably better than the 59.5% fig- 
ure of May, 1950, and just about 
the same as the August, 1949 per- 
centage of 63.7%. 

“Wholesale-distributor accounts 
show the percentage discounting in 
August, 1950, to be 62.4%, a slight 
downward trend from the May, 1950, 
figure of 63.5% and an improve- 
ment over the August, 1949, figure 
of 57.6%. Industrial accounts re- 
sults indicate a substantial drop to 
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48.7% in August, 1950, as compared 
to the May, 1950, figure of 53.4%, 
but an increase over the August, 
1949, record of 44.6%. 

“The changes noted above are 
reflected in the past due percentages. 
In all types of accounts past due, the 
current survey shows 11.5% as com- 
pared to 9.6% in May, 1950, and 
11.4% in August, 1949, On retail 
accounts the percentage of 11.8% 
shows no change from the May, 
1950, figure of 11.8% and an im- 
provement over the 14.1% record 
of August, 1949. The wholesale- 
distrbutor accounts percentage of 
10.8% is a slip-off from the May, 
1950, percentage of 8.4% and 9.6% 
of August, 1949. 

“Past due industrial accounts in- 
creased to 11.8% in August, 1950, 
from the May, 1950, figure of 9.4% 
and the August, 1949, figure of 10.9. 

“The average age of accounts in- 
creased in each classification in 
August, 1950, over May, 1950. How- 
ever, in comparison with August, 
1949, each category showed improve- 
ment with the exception of retail 
accounts. 

“Generally speaking, no serious 
downward trend is indicated and 
the conditions can be considered 
satisfactory.” 

Breaking down the figures per- 
centagewise (except average age) 
for August, 1950, and comparing 
them with those for May, 1950, and 
August, 1949: 


Paying Ay. 
Discount- hen Age of 
ing Due Past Due Accts, 


Accounts—All Types 


August, 1950 60.2% 
May, 1950 59.8% 
August, 1949 56.4% 


Retail Accounts 


August, 1950 63.8% 
May, 1950 59.5% 
August, 1949 63.7% 


Wholesale Accounts 
August, 1950 62.4% 


May, 1950 63.5% 
August, 1949 57.6% 


Industrial Accounts 
August, 1950 48.7% 


May, 1950 53.4% 
August, 1949 44.6% 


28.3% 
30.6% 
32.2% 


24.4% 
28.7% 
22.2% 


26.8% 
28.1% 
32.8% 


10.8% 283 
8.4% 26.1 


39.5% 
37.2% 
44.5% 


LETTER TO 


DUOCEPHALUS 





Greetings, Duocephalus. 


Peace be unto you, too. For years 
I have used the plain and simple 
“Greetings” as you see it here, or 
simply “Gentlemen” where it may 
be used collectively. For closing “an 
early reply will be welcomed by” or 
“appreciated by” and sign your 
name. It’s as simple as that! 

As you say, no salutation can do 
more, nor may a fancy ending be as 
sincere as those which I have used 
for years. It’s just too bad we have 
never corresponded before. I hope 
this will not be the last. 

Seward Lawson, 
Society of Sentinels, 
Detroit. 


Is the madness in his methods? 
(Continued from Page 6) 


information you examine, and re- 
main aware of the date as you 
answer the questions. If a trade- 
report contains the experience of a 
number of creditors, a number of 
different dates are involved. Watch 
the date of last sale. Thinking of the 
information in chronological  se- 
quence brings out trend. These ques- 
tions are phrased mostly in the past 
tense to help remind you that scarce- 
ly any credit information is right 
down to the minute, or even down 
to yesterday, and that important 
changes may have occurred in the 


meantime.* | 


_ all of the major lines of 
products which this business 
is likely to be buying represented 
in the trade and creditor reports 
drawn? Are important omissions ex- 
plained by deviations from the usual 
operation? Or do trade reports ap- 
pear to be lacking in comprehen- 
siveness? 

With respect to each of the prin- 
cipal lines bought, has this customer 
been buying them from manufac- 


* See Where Are You Going, My Customer, 
Credit and Financial Management, May, 1950. 
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11.5% 290 
9.6% 283 
11.4% 314 


118% 325 
118% 306 
14.1% 315 


9.6% 338 
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30.6 
31.5 


28.3 
26.1 
33.8 


29.1 
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turer, jobber, wholesaler, etc.? By 
mail? Salesman? Centralized buying 
service? Trips to the market? Are 
deviations from the usual practice 
explained by the size of the busi- 
ness? Remoteness from the market? 

Has this customer been buying 
from distant markets when nearer 
markets for similar goods are avail- 
able? Is the product one on which 
the buyer usually pays the freight? 
Or one which is usually shipped 
from closer warehouses? 

Have similar lines been purchased 
from many sources? Do successive 
Credit Interchange Reports indicate 
consistent buying from the same 
source in the case of at least 50% 
of the creditors reporting? Does a 
single recent C.I. report show first 
orders in numerous markets? In 
each of the principal lines bought 
did two or more substantial credi- 
tors recently report having sold the 
account for a year or more to date? 
(How long has this business been 
operating ?) 

In latest trade clearance were 
purchase terms in each line where 
open balances were shown normal 
for that line? Shorter? When. com- 
pared with previous reports, was 
there any trend toward shorter 
terms? Did those creditors who re- 
ported no balance show any devia- 
tion from normal terms? 


- the amount due any one cred- 
itor as reported on a recent 
trade clearance represent more than 
50% of total amount due all credi- 
tors reporting? What percent? 
Roughly comparing total amount re- 
ported owing to accounts payable 
as shown on financial statements, 
did that clearance appear to be 
fairly representative? How long had 
that creditor been selling the ac- 
count? On regular terms? On longer 
terms than usually offered in the 
trade? Did that creditor report slow 
payments? To what extent? Did he 
indicate satisfaction? What payment 
trend is indicated in successive re- 
ports by this creditor? Is there any 
ownership affiliation between that 
supplier and this customer’s busi- 
ness? What is it, exactly? 

Was the ratio of inventory to 
sales at latest statement date high, 
low, or average, when compared to 
hormal inventory for similar busi- 
nesses? What was the date of state- 
ment in relation to peak buying and 


peak selling season? If inventory 
was low, have prices risen since 
statement date? Have scarcities de- 
veloped? Were prices rising before 
statement date? What is the current 
trend? If inventory was high, was 
the market rising before statement 
date? Does the additional merchan- 
dise represent not more than three 
months’ supply above normal at 
statement date? Have prices 
dropped since? Or risen still higher? 

Based on the extent to which 
high credit was being used as re- 
ported on trade clearances since 
statement date, how heavily has he 
bought since then? Does this trend 
coincide with seasonal fluctuation, 
if any? With most recent price 
trends? What is the date of that 
clearance? 

Were inventory write - downs 
made at the close of the last fiscal 
year? What percent of total inven- 
tory? Was the usual gross margin 
for the industry maintained after 
giving effect to write-downs? How 
many points lower? 


S° the measurements of buying 
efficiency are indicated. The 
proof of the buying is in the sell- 
ing. If goods gather dust on shelves, 
if materials lie idle and deteriorate 
in warehouses, somebody made a 
mistake. He bought the wrong kind, 
style, quality of material or prod- 
uct, or he bought it at the wrong 
time or in the wrong quantity for 
the purpose intended. If “liberal” 
markdowns were taken, if heavy 
write-offs were made because of ob- 
solescence, or if heavy write-downs 
due to market decline made disas- 
trous inroads into the year’s oper- 
ating results, somebody miscalcu- 
lated, made a faulty prediction, or 
a bad guess. 

It is futile for us to try to assign 
more importance to any one phase 
of operation than another for pur- 
poses of credit appraisal, since effi- 
cient buying, selling, financing, etc., 
all are necessary to the business. 
But perhaps it is well that our break 
in this discussion of methods comes 
at this significant point. We will 
leave the other operations to the 
next chapter and in doing so pause 
to mull over the thought that it is 
possible, with a few false steps, for 
our friend Jones to buy his way 
into bankruptcy almost as fast as 
he can say “merchandise-turnover.” 
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‘ean Your Records Stand 


the Wear and Tear 
' Handling 
and Age? 





There’s just one right quality of paper or 
card for each type of account or record. Be 
sure you’re making the right selections by 
sending for the free booklet shown here. 
Published by the Parsons Paper Company, 
Holyoke, Massachusetts, it includes a table 
telling how much wear and how many years’ 
'service you can expect of the various grades 
‘of ledger papers and index cards. It will be 
valuable to you whether or not you use any 
of the popular Parsons record-keeping papers 
or cards. 


Parsons makes seven types of ledger paper 
and three types of index card stock in a 
wide variety of weights and colors, all made 
with new cotton fibers. All take clean, sharp 
entries from pencil, pen or machine with 
no smudging, and will stand rigid in your 
files. The no-glare surface is restful to the 
eyes. They are engineered to the specifica- 
tions of America’s leading manufacturers of 
bookkeeping equipment. Each sheet is solid 
— not pasted — so it cannot split. Ink will 
not run on the fibers. Erasure with chemi- 
cals, rubber or scratcher, leaves 3 smooth 
surface the same color. 


King Cotton, Parsons’ symbol! of quality in 
paper, suggests: “Send the coupon today for 
your free copy of ‘How To Make Your 
Records Legible and Last- 
ing’. It will help you select 
the right paper for various 
applications, and give valu- 
able hints on saving time, 


effort and paper.” 
© ppc, 1950 
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PARSONS PAPER COMPANY 


DEPARTMENT 11H 
HOLYOKE, MASSACHUSETTS 





Please send me, without cost or obligation, your 
booklet on selecting the right record-keeping paper 
or index card for each job. 
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A Proposed Plan for 


Financing Small Business 


(Continued from Page 10) 
recognized that not all credit- 
worthy businesses are able to secure 
adequate financing from the private 
banking system or from other pres- 
ently existing financing agencies. 


or the hearings in Wash- 
ington last winter, the Small 
Business Advisory Committee was 
asked by Congress to suggest a 
plan that might aid small business 
financing, and such a plan was de- 
vised and presented to the Joint 
Committee on the Economic Report 
at a hearing held in Washington on 
December 6, 1949. 

“If it is the desire of Congress to 
give aid to small businesses which 
are unable to secure adequate cred- 
it,” the committee said, “this should 
be done, not by the establishment of 
new and additional governmental 
lending agencies, but, rather by a 
plan that will enable the 15,000 pri- 
vate banks of the country to make 
term loans to credit-worthy bor- 
rowers with the added protection 
of a cooperative, self-supporting in- 
surance plan, so devised that it will 
add no additional cost to the tax- 
payers either through subsidies, ad- 
ministration expense, or losses.” 


WW suggested that Congress 
consider the establishment of a 


loan insurance plan patterned after 
the Federal Housing Administration 
method of insuring FHA Title I 
loans. 

Under this plan, banks would be 
authorized to make loans to small 
businesses, for any purpose that in 
the judgment of the lending insti- 
tution conforms to the principles of 
sound and prudent financing and, 
if the lending bank requested it, 
be insured against loss. 

In order to protect the plan from 
careless lenders, it was provided 
that the lending bank should share 
a portion of the loss on every bad 
loan, regardless of the amount of 
reserve that may have been built up 
to the credit of the lending bank 
by the insurance fund. 
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An insurance premium charge of 
1% percent of the net proceeds of 
each loan was to be paid by the 
lending institution to the Insuring 
Agency and was to be used to pay 
expenses and loan losses. Loans 
could be made for five years and 
for not more than $25,000 to any 
one borrower and an interest rate of 
five percent discount was suggested. 

We strongly recommended that 
the insuring agency selected to ad- 
minister the plan should not have 
the power to review the loan be- 
fore it is made. The banker should 
have the sole right to make any 
loan he wishes to make so long as 
it meets certain simple qualifications 
set forth in the regulations. The 


. only review of the loan made by 


the insuring agency would be made 
when, and only when, a claim was 
made for a recovery of a loss by 
payment from the insurance fund. 
This review would be made to see 
that the loan had been properly made 
to conform to the regulations. 

This plan, essentially as I have 
outlined it here, was embodied in 


The Small Business Bill of 1950, 


under Title I of this bill. 


pees the hearings held by the 
Joint Committee on the Eco- 
nomic Report, Dr. A. H. Kaplan of 
the Brookings Institute appeared 
and proposed the establishment of 
one or more equity capital banks, 
which would have the power to fi- 
nance small business by the pur- 
chase of common or preferred stock 
in such enterprises. This proposal 
was also embodied in the Small 
Business Bill of 1950 and became 
Title II of the bill. 

This proposal authorized the es- 
tablishment of one or more national 
investment companies under the 
guidance of the Federal Reserve 
Board. The Federal Reserve Banks 
would be authorized to provide the 
initial capital and private banks, as 
well as private investors, would also 
be permitted and encouraged to 
buy stock in these companies. 

The Small Business Bill of 1950 


proposed likewise a further broad- 
ening of lending powers of the RFC, 

These three proposals, then, were 
the government’s answer to the 
problem of financing small business, 


N the meantime, however, a re- 

newed interest in the matter was 
evidenced by banks, and insurance 
companies. The threat of the gov- 
ernment’s becoming more active in 
the lending field caused the banks 
of the country to make renewed 
efforts to more adequately serve 
small . business. 

Many large city banks publicly 
announced their desire to make 
loans to small business and a few 
of them announced new plans for 
making direct term loans to small 
business or for taking participations 
in loans with their correspondent 
banks and vigorously promoted 
these plans through publicity and 
advertising. 

Mr. Lincoln of the Metropolitan 
Life, when he appeared in Washing- 
ton, declared that the making of 
loans to business should be kept in 
the hands of private lenders and 
announced that his Company would 
aid business by taking participation 
in term loans made by their cor- 
respondents throughout the country. 


LL of these proposals are good 

and contribute constructively 
to the solution of the problem but 
they are inadequate to meet the 
need. The basic problem remains 
the same and remains unsolved. 

The proposals made in the Small 
Business Bill of 1950 would, I be- 
lieve, be very effective in solving 
the problem of small business fi- 
nancing. The added protection of 
a cooperative guarantee fund, cov- 
ering loans up to $25,000 would, | 
believe, encourage thousands of 
banks throughout the country to 
make term loans to worthy small 
businesses. The experience of many 
banks now making such loans indi- 
cates that this can be done without 
unreasonable losses. 

The establishment of a corpora- 
tion for the equity financing of 
small business would fill a recog- 
nized gap in our present financial 
machinery. Whether such a facil- 
ity could function widely without 
unreasonable losses, I could not 
say. ‘But I should like to see it 
tried. 
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NFORTUNATELY, these two 

ideas, embodied in the Small 
Business Loan Bill of 1950 have 
aroused considerable opposition, not 
so much because of the basic un- 
soundness of the proposals as be- 
cause they involve dependence upon 
government for their inauguration. 
And bankers, insurance men and 
other business men do not want 
more government encroachment in 
the lending field. I sympathize fully 
with this point of view. 

But we should not brush off these 
proposals without offering a coun- 
ter proposal. The bankers and in- 
surance men, representing as they do 
the largest pools of investment funds 
in the country, should not ignore 
their responsibility in this matter. 

I, therefore, should like to sug- 
gest—rather, I want to challenge— 
the Insurance Companies, the banks 
and the investment bankers through 
their national organizations to es- 
tablish jointly a commission to study 
means of meeting this problem, 
without the aid of government capi- 
tal or guarantees. The Small Busi- 
ness Bill of 1950 offers a carefully 


worked out pattern for this aid and 
might be used with private capital 
and without government help. 

The initial investment would re- 
quire, perhaps, $10 million for the 
Small Loan plan and $50 million for 
the equity capital Company. This 
amount of money contributed jointly 
by banks and insurance companies 
would not be an unattainable sum. 

Laws permitting banks and insur- 
ance companies to invest a small 
proportion of their funds in such an 
enterprise could be obtained, I am 
sure. Many men in Congress would 
welcome this solution of the prob- 
lem. 

Such a plan would effectively 
block further encroachment of gov- 
ernment in the lending field; would 
indicate to the four million small 
businesses of the country that those 
who are trustees of their savings are 
concerned about their welfare; and 
would give another indication that 
free enterprise without the aid of 
government has the courage and in- 
itiative to work out a new formula 
to meet an important national prob- 
lem. 


We Lend to Small Business 


(Continued from Page 13) 
significant way. And life insurance 
desires to stay in that business. I 
realize, of course, that not every 
business man who seeks money from 
a life insurance company gets it. 

No doubt some acceptable loans 
get turned down despite the large 
number of lenders trying to put 
their money to work. Nevertheless, 
[ am convinced that the inaccessibil- 
ity of capital to small business men 
has been grossly overstated. I be- 
lieve that this overstatement reflects 
primarily the disappointment of 
those whose enterprises fail to con- 
vince capitalists of their soundness. 
Certainly a re-examination of the 
capital problems of small business 
is in order. At the same time, the 
life insurance companies, whose 
funds have been placed with them 
in a real sense of public trust, cer- 
tainly must take every safeguard 
to see that their investments are 
made safely and wisely. 


N spite of this excellent record, 
the Federal Government asked 
the life insurance business at the 


Washington last fall to give in- 
creased attention to lending to small 
business. Our largest life insurance 
company from the viewpoint of as- 
sets responded to this invitation. It 
set up a plan to loan to small busi- 
ness provided a local bank shared 
in the loan and continued to hold 
a portion of the loan for the entire 
period. This plan contemplated the 
bank taking as much of the loan as 
it might desire but a minimum of 
at least 10%, the insurance com- 
pany taking the balance. For its 
services in connection with the trans- 
action, the bank would be paid a 
service fee. 


The cooperation of a local bank 
was deemed necessary because it 
was thought credit extension should 
be based on something more than 
balance sheets and operating rec- 
ords. The integrity and ability of 
those operating the business were 
considered of paramount import- 
ance. Sound appraisal of this type 
of credit risk, it was believed, could 
best be made by those qualified in 
this field or located in the borrower’s 
own community. However, to ac- 


The heart of 
your business 


You can imagine what the con- 
dition of your business would 
be if all records of your Ac- 
counts Receivable should be 
destroyed. 


Fortunately, there is now 
available a special form of in- 
surance to protect you against 
loss through inability to col- 
lect your accounts should your 
records be stolen or destroyed. 
It is called Accounts Receiv- 
able Insurance, and was orig- 
inated by the Indemnity 
Insurance Company of North 
America. Its modest cost 
makes jt possible for every 
businessman to enjoy its indis- 
pensable protection. 


Talk to an Agent of one of 
the North America Companies 
or to your own Broker. If you 
don’t know the local North 
America Agent, write us, and 
we'll be glad to introduce you. 
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INSURANCE COMPANY OF 


NORTH AMERICA 


COMPANIES, Pheladedphia 


Insurance Company of North America 


Indemnity Insurance Company of North America 
Philadelphia Fire and Marine Insurance Company 


Celler and O’Mahoney hearings in complish the objectives of this new 
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loaning policy, some leeway in the 
present investment statutes govern- 
ing life insurance companies was 
found to be necessary. 

For example, it is probably a fact 
that at least 80% of small business 
is unincorporated—that is to say 
it is conducted by partnerships or 
individuals. This is readily under- 
stood when one realizes the impact 
of the Federal tax structure. The 
New York Insurance Law does not 
generally permit loans to individuals, 
with the exception of loans on real 
property. Probably the bulk of small 
business is conducted on leased pre- 
mises, so that limited aid can be 
afforded in this area. Furthermore, 
it was believed to be an essential 
part of the plan that a local bank 
participate. 

Even in those situations which 
might be based on real estate mort- 
gage loans, the New York Law for- 
bade life insurance companies to 
participate with others. Further- 
more, the provisions applicable to 
corporations are designed, generally 
speaking, for the principal purpose 
of loans to incorporated business of 
larger size and do not provide the 
flexibility necessary to operate in 
the small business loan field. 


 pegeree of this plan were sent 
to 6,000 banks in the United 
States, including every bank whose 
capital and surplus was $250,000 or 
over. While this proposal has helped 
to stimulate some loans to small and 
medium-sized business, it seems ob- 
vious from results so far that the 
demand either has already been 
pretty well covered by other life 
insurance companies or by other 
lending agencies. I understand that 


nearly $2 millions of such loans to 
small business have been made by 
this large life company, in 27 differ- 
ent states and the District of Co- 
lumbia. The average loan of this 
plan has been just short of $100,000. 
Those applications which are turned 
down are done so for reasons, of 
legality, not adequate security or 
inability to meet the earnings test. 
The Insurance Law of the State of 
New York imposes rigid restrictions 
on these latter. In other states, simi- 
lar restrictions also prevail. 

Yet when three of the largest New 
York State domiciled life companies 
last winter proposed that the New 
York Insurance Law be amended 
to include a so-called “basket” pro- 
vision enabling them to make loans 
now prohibited by statute, no action 
was taken by the Legislature. The 
law-making bodies in New York 
State and elsewhere are zealous in 
safeguarding the funds entrusted to 
life companies by policyholders. 


JN sum, and as the record shows, 

life insurance companies are keen- 
ly interested in lending to small 
business. However, there are, as I 
have mentioned, important qualifi- 
cations: 

(1) The record of the company 
must be satisfactory ; 

(2) It must be _ sufficiently 
lengthy to instill confidence that a 
term loan over a period of years is 
justified ; 

(3) The loan must meet the le- 
gal requirements. 

Within this framework, gentle- 
men, we do not merely tolerate loans 
to small or medium-size business. 
We welcome them. Bring them on 
and let us see more of them! 


Credit—Fundamental Function of Marketing 
(Continued from Page 15) 


nition committee points out that 
“such losses may occur through 
physical deterioration, obsolescence, 
theft, damage, waste, or through 
changes in supply or demand or 
through chauyes in the price level.” 


ISK of physical deterioration may 

be reduced by proper storage and 
handling. Theft may be reduced 
through proper physical safe-guards 
—watchman service, fences, alarms, 
etc., and in some cases the risk of 
theft may be shifted through insur- 
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ance. Insurance also may be used to 
avoid some of the loss occurring 
from flood, fire, and so-called “acts 
of God.” Risks arising from changes 
in supply or demand are, for the 
most part, not subject to avoidance 
or handling by insurance. Careful 
buying and effective selling are 
needed. But losses arising from 
changes in the price level can be 
partially avoided through hedging 
where future markets exist. 
Retailers and wholesalers in a de- 
clining market, as some of you will 


remember from the 1930’s, may in- 
sist upon guarantees for floor and 
warehouse stock from manufactur- 
ers. Although the use of credit cre- 


ates a business risk, credit is little | 


involved in “risk management” as 
it was just. defined—handling the 


loss of pecuniary value of goods | 


during their marketing. 


The function of market financing | 


according to the authorities previ- 


ously cited is “that part of the gen- | 
eral business function of providing | 
and managing funds and credit 
which is directly related to the trans- | 
actions involved in the flow of goods | 
and services from producer to con- | 
sumer.” This function includes pro- | 
viding and managing funds needed | 
to carry stocks, credit to middleman, | 
and both open-book and installment | 


credit to consumers. It excludes pro- 


viding funds to buy a building and | 
consumer borrowing of cash on a | 


single payment or installment loan 
basis. This function, then, is the 


one in which credit is of primary | 


importance, but I have already dis- 
cussed the matter in connection with 
the use of credit in performing the 
functions of buying and selling. 


O summarize the discussion of 

credit in relation to the generally 
recognized functions of marketing: 
we have found that credit is a major 
element in market financing through 
its use in the other functions of buy- 
ing and selling, that it is used some- 
what in connection with transporta- 
tion and storage, and that it does 
not enter into the physical functions 
of assembling and dividing or, tech- 
nically speaking, into the function of 
risk management. 

We have looked at credit primar- 
ily from the point of view of market- 
ing—the flow of goods from pro- 
ducer to consumer or industrial user. 
We should not forget, however, that 
credit—as indicated before—has 
broad phases which are entirely 
outside of the marketing process. I 
spoke before of credit in production. 
Let us now look for a moment at the 
broad economic functions of credit. 

One of the essential services that 
credit renders our socio-economic 
system is that of being a substitute 
for the regular mediums of ex- 
change. Without credit, business 
transactions could occur only 
through barter or exchange of pre- 
cious metals. Little imagination is 
needed to see what the delay and 
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expense of transferring gold or sil- 
ver in payment for individual pur- 
chases would do to the volume of 
business. 

A second socio-economic function 
of credits is to call idle capital into 
employment in business enterprise 
and government service. You and I, 
instead of hoarding cash, lend money 
to railroads, utility companies, in- 
dustrial concerns, and federal, state 
or local governments. We “rent” 
our surplus cash to others, who can 
use it productively, instead of keep- 
ing it idle in our safe deposit box 
or under the mattress. On the other 
side of this function we find the bor- 
rower using our money for produc- 
tive purposes which enable him to 
pay us interest and yet make a busi- 
ness profit or render an essential 
government service. 

A third socio-economic function 
of credit, flowing from the second, is 
making possible the development of 
enterprises on a larger scale than 
would be possible if only a few indi- 
viduals, in a family or other group, 
pooled their resources. 

A fourth major function of credit 
is that it makes it possible for the 
businessman to expand his capital 
for relatively short periods of time 
through bank borrowings. Thus he 
does not have to burden his enter- 
prise with heavier fixed charges 
than are necessary. 



























N conclusion, I should like to re- 

turn to my own field of marketing 
and to the place of credit in facili- 
tating the flow of goods and services 
from producer to consumer. One of 
the alternate titles for this article— 
which would have involved a some- 
what different approach—was “Risk 
Not—Sell Not”; another was 
“Credit and the Coming Competi- 
tion.” I think that all of us whose 
experience goes back into the mid- 
1930’s realize that the oncoming 
generation “ain’t seen nothin ’yet” 
when it comes to competition. Dur- 
ing the war period profits, although 
eaten into by taxes, were virtually 
guaranteed. Talk about security! 
The oid folks didn’t have it, the 
young people didn’t have it, but to 
a very considerable extent business 
did have it. 

The record of commercial fail- 
ures in the United States show the 
almost unbelievably low failure rates 
of seven firms per ten thousands in 
1944, four per ten thousand in 1945, 
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and five in 1946. By the first six 
months of 1949 the figure had 
climbed back to thirty-four per ten 
thousand. Set that, however, against 
154 in 1932, 100 in 1933, and 70 in 
1939 and I think you will agree that 
we are not yet enjoying, if that is 
the proper word, the real competi- 
tion which resulted in figures of 93 
to 122 per ten thousand even during 
the prosperous 1920’s. 

I am not in favor of making the 
credit department a sub-division of, 
or in any way subservient to, the 
sales department. But I do believe 
that credit men, and the top execu- 
tives who set credit policy, must 
become more and more conscious of 
the effect of their decisions and busi- 
ness methods upon sales 1n the peri- 
od of returning competition. Risk 
not—sell not. If the credit man, or 
the top financial man above him, 
tries to be ninety-nine and five- 
tenth per cent perfect, in other words 
to hold the bad debt loss to one- 
half of one per cent, or less, come 
hell or high water, the sales manager 
with his men out in the field and 
the advertising manager with his 
advertisements in the public eye- 
and-ear are going to have a very 
tough time getting their share of the 
American market, or the Connecti- 
cut market, or the Bridgeport mar- 
ket, as the case may be. If the credit 
man does not use tact and diplo- 
macy—call it salesmanship if you 
will—in handling his firm’s custom- 
ers, he may cancel out the expendi- 
ture of thousands of dollars on ad- 
vertising and selling. Good will is 
not tough enough to survive rough- 
shod methods in a customer-contact 
department of the business. The man 
who likes to say “No” because it 
gives him a sense of power or be- 
cause he is afraid of any risk and 
thinks only of his own showing has 
no real place in a credit department. 

Credit is a fundamental function 
of marketing. It can be a powerful, 
constructive selling force. I hope that 
our Connecticut credit men—and 
credit men throughout the coun- 
try—will accept their share of the 
responsibility for meeting the com- 
petition that is rapidly returning 
to the American economy. If they 
will accept their responsibility, I 
am sure they can, without endanger- 
ing the financial status of their firms, 
make a very substantial contribution 
to building American business in 
the 1950's. 














Save trouble, time, and 
money, through 


procedures improvement 
the way these 


3 companies 
did 









One company reduced its 
business office from 130 to 
70 persons and purchasing 
and stock records from 43 
to 25 — over-all reduction 
of 45%, at a time when 
business volume was in- 
creasing 10%. 


A large wholesale firm over- 
hauled its order-processing 
procedures and billing 
methods. Result — reduc- 
tion of almost $75,000 in 
the company’s working-cap- 
ital requirements. 


This book shows how 
to set up a procedures 
study program and 
exactly how to make 
it work for the «ood 
of your business. 





Study of sorting and filing routines in another com- 
pany led to destruction of 40% of the material 
before it reached central files. The work of 3 clerks 
was saved. 


Just Out! 
STREAMLINING 


BUSINESS PROCEDURES 
By RICHARD NEUSCHEL 
Management Consultant, McKinsey & Co. 


334 pages, 6x9, Illustrated, $5.00 
G ET the full benefits of reduced costs, improved serv- 
ice, and better teamwork amonz departments that 
continuous improvement of operating routines and 
methods can give you. Here for all levels of management 
are the administrative tools and tested techniques for 
developing simple, orderly, and effective business systems 
and procedures. This new, practical guide shows you: 
—how to analyze your 

business procedures 

Another 
practical aid 


in business 
HOW TO TAKE 

PHYSICAL 

INVENTORY 


Presents the principles 
and techniques for plan- 


—how to gather the fac:s 
and develop recom- 
mendations 


—how to install new or 
revised procedures 


—how to benefit from a 
continuous program of 
procedures research 


ning and taking a physi- 
cal inventory, including 
the development of the 
Inventory-taking organi- 
zation and procedures, 
the selection and train- 


—how to develop and 
maintain procedures in- 
struction manuals 


the —how to overcome re- 
sistance of operating 
people to change, etc., 


ing of personnel, 
physical preparation for 
the inventory, and the 
summarization and ver- 
ification of the inven- 
tory. By R. F. Neu- 
schel and H. T. John- 
son, 150 pages, 6 x 9, 
illustrated, $2.50. 


. .. giving you in detail 
the information you need 
to improve your business 


procedures — make them 
pay off. 
SEE THESE BOOKS 10 DAYS FREE 
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$250 in prizes! 


Do you fancy yourself as a credit correspondent? If so, here’s your chance to put 
your talents to work and show how it should be done! Between now and the 55th 
annual Credit Congress, which is to be held in Boston, Mass., May 13-17, 1951, 
this publication is sponsoring THREE contests to find out who can write the best 


letter on each of three problems which occur in credit work. 


VALUABLE PRIZES 
The contestant whose letter, in the opinion of the 
judges, is the best in each contest will receive a prize 
of $50.00. IN ADDITION, the contestant whose letter, 
in the opinion of the judges, is the best in all three con- 
tests will receive a GRAND PRIZE OF $100.00. This 
prize will be awarded during the 1951 Credit Congress. 


HERE’S ALL YOU HAVE TO DO 


For each contest a problem will be presented. You 
then write a letter to your customer covering the prob- 
lem given. For instance, you may be called on to write 
a letter to a customer asking for a financial statement. 
It’s as simple as that. You do it every day, but this 
time you're doing it for cash—for you—not your 
company. 


HOW ARE THE LETTERS JUDGED? 


Letters will be judged on two bases only: they must be 
fm good, grammatical English and they must be so writ- 
ten that they have at least a good chance of producing 
the action on the part of the customer that you hope for. 


WHO WILL DO THE JUDGING? 

All letters will be judged by members of the National 
Publications Committee. The winner of each contest will 
be the writer whose letter is considered best by majority 
opinion of the judges. In the event that the majority 
of the judges consider two letters of equal merit two 
prizes will be awarded. 


WHO MAY ENTER? 


The contest is open to: 

All representatives of companies holding membership 
in the National Association of Credit Men; 

All associate members of local credit men’s Associa- 
tions, and 

All members of Credit Women’s Groups. 


WHAT ARE THE RULES? 


There are very few rules and these few are very simple. 

1. Write your letter on plain white paper, NOT on 
your company’s letterhead nor on your own printed 
stationery. 

2. Do not put any address at the top of your letter. 
The first thing you will write will be the date. Nothing 
above the date. 

3. Sign your letter with a nom de plume. Do NOT 
sign your own name. 

4. On a separate sheet of paper write your nom de 
plume on one side and your name and address (home 
or office, as you prefer) on the other. Fold this second 
sheet so that your nom de plume is on _ the 
OUTSIDE. The sheet containing your nom de plume 
and your name and address will be retained in the 
publication office of CrepiT AND FINANCIAL MANAGE- 
MENT. The judges will have no idea whatever who are 
the writers of the letters submitted. 

5. Mail both sheets, in the same envelope but folded 
separately, to the address below. 

6. It’s not absolutely essential but it would help if 
entries were typewritten. 

7. Any correspondence with the judges concerning 
this contest will be automatic grounds for disqualification. 

8. The decision of the judges is final. 


This is the second problem 


You are the manufacturer of a staple consumer article and you have a customer in a sparsely settled part 
of the country. He is your only outlet in his part of the world. He has never been past due on his bills. 
On the contrary he always discounts, whether he has earned the discount or not. His habit of occasionally 
taking an unearned discount has been a considerable problem to your department. 


On his last order, a particularly large one, he has taken a discount a full fourteen days after the discount 
period and you have decided that this practice Just HAS TO sToP. Though you can’t afford to lose him as 


an outlet, he on the other hand can’t afford to lose you as a supplier. Write to him. 


WHAT IS THE DEADLINE? 


All entries for this first contest must be in the edi- 
torial offices of CREDIT AND FINANCIAL MANAGEMENT, 
One Park Avenue, New York 16, N. Y., by Friday, 
December 22, 1950. The name of the winner of this 
contest will be announced in the February 1951 issue of 
CrepIT AND FINANCIAL MANAGEMENT. 


SO THERE IT IS! 

Go to work right away and get your entry in before 
the deadline. And remember, in each contest you may 
win a $50.00 prize, and if your entry is judged the 
best in any one contest you are eligible for the GRAND 
PRIZE OF $100.00. Send your entry to: 


Contest Number 2, Credit and Financial Management 


One Park Avenue 


New York 16, N. Y. 
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Over 1,000 Attend First Northeast 
Conference; Twenty Associations 
Send Delegates from Seven States 


New York: The Hotel Commodore in 
New York was the scene of what must 
have been the most successful regional 
credit conference of all time on Thurs- 
day, Friday and Saturday, October 19-21 
when districts 1 and 2 joined in holding 
the first Northeast Credit Conference. 

Even the New York Credit and Finan- 
cial Management Association, sponsors 
of the conference, who had expected a 
good attendance, could not have antici- 
pated that the results would be as good 
as they were. Over 1,000 credit execu- 
tives from twenty associations in seven 
states, North to Boston, South to Balti- 
more and West to Buffalo, crowded the 
Commodore’s lobby and public rooms. 

The conference started Thursday eve- 
ning with an informal “get-together” 
party which was very well attended. The 
sessions opened Friday morning. 

After the usual addresses of welcome 
Philip J. Kelly, director of advertising 
and promotion, National Distillers Prod- 
ucts Corp., spoke on the challenging sub- 
ject: “Are credit men scorekeepers or 
players?” Following his talk, Saul Cohn, 
vice-chairman, City Stores Mercantile 
Co., Inc., spoke on the need for mer- 
chandising credit sales. At the President’s 
luncheon which followed, Gene Flack, 
sales counsel, Sunshine Biscuis, Inc., gave 
an address on the subject “The Time is 
Now.” 

On Friday afternoon the delegates split 
up into smaller units for group discus- 


sions, seven in all, which were well 
attended. 

The highlight of the conference was 
the banquet on Friday evening. National 
Vice-President Earl N. Felio, Colgate- 
Palmolive-Peet Co., who was also gen- 
eral conference chairman, presided at the 
banquet which was addressed by National 
President A. J. Sutherland and Jarvis 
Cromwell, president of William Iselin 
and Co., Inc., who chose as his subject 
the responsibilities of the credit man 
today. 


Presentation of medals 


Following Mr. Cromwell’s address a 
medal, specially struck for the occasion, 
was presented to Senator Harry F. Byrd 
of Virginia, in recognition of his untiring 
efforts on behalf of sound fiscal policies 
and his contributions to the public credit. 

On the front of the medal was in- 
scribed “Credit — Man’s Confidence in 
Man” and on the back 


Harry Flood Byrd 
Publisher, Business Man, and 
U. S. Senator from Virginia 


On the edge of the medal appeared the 
words: 


Honored as a vigorous, informed advocate 
of the maintenance of the public credit. 


In presenting the medal to Senator 


The obverse and reverse of the medals presented to Senators Byrd and George 
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NATIONAL 


Byrd, national director L. D Duncan, 
National Distillers Products Corp., said: 


Mr. Chairman, Honored Guests, Ladies 
and Gentlemen: 


I feel very highly honored to have been 
accorded the privilege by the National 
Association of Credit Men of presenting 
the Award of Merit given by the Credit 
Award Committee of the National Asso- 
ciation of Credit Men for outstanding 
service to business. 


The Award of Merit is not casually 
given and therein lies its assurance that 
it will continue to grow in importance 
and to be enhanced in the eyes of both 
receivers and givers in the years ahead. 
The award is a most rare honor, granted 
after long and careful deliberation by the 
Credit Awards Committee. Until tonight, 
the National Association of Credit Men’s 
Award of Merit has been given only once 
before—to Senator Carter Glass. Could 
it be by mere coincidence that the second 
medal should be given to a Virginian? 
The recipient of this award is an out- 
standing American whom we all know. 


The Credit Awards Committee is com- 
prised of William Fraser, until recently, 
Treasurer of J. P. Stevens & Co., Inc., 
A. D. Whiteside, President of Dun & 
Bradstreet, Inc., Wm. H. Pouch, Presi- 
dent of Concrete Steel Company, Paul 
W. Miller, President of Marlborough 
Co., and Henry H. Heimann, Executive 
Manager of the National Association of 
Credit Men. 


The personage who has been chosen 
for this award is Chairman of the Com- 
mittee of Expenditures in the executive 
branch of the Government, has person- 
ally presented monthly reports to the 
Senate which show how and where the 
number of employees in each department 
of the government has increased or de- 
creased from month to month. He is one 
of the most widely known and famed 
members of the august assembly in 
Washington. A dauntless supporter of 
our American way of doing business, the 


* Senator practices what he preaches. 


He has served his state as Governor 
from 1926 to 1930, and indicative of his 
record as a public servant is the fact that 
he was endorsed for President by the 
state of Virginia in 1932. The Senator 
is a member of the Finance Committee 
and of the Armed Forces committee of 
the U. S. Senate. He has been a United 
States Senator since March of 1933, when 
he was appointed to fill the unexpired 
term of Senator Claude A. Swanson. 


(Continued on Page 40) 





Annual Illinois 
Conference Draws 
Large Attendance 


Chicago: More than 200 credit exec- 
utives attended the annual Illinois Re- 
gional Credit Conference at the Mor- 
rison Hotel in Chicago under the aus- 
pices of the Chicago Association of 
Credit Men in co-operation with the 
Grand Rapids Association of Credit 
Men, the Detroit Association of Credit 
Men and all Illinois and Michigan 
NACM affiliates, Wednesday, Octo- 
ber 11. 

E. E. Diehl, Westinghouse Electric 
Corporation, Chicago, chairman of the 
Regional Credit Conference Commit- 
tee, presided and welcome addresses 
were made by J. E. Walsh, Oscar 
Mayer and Company, Chicago, presi- 
dent of CACM, and A. L. Jones, Arm- 
our and Company, Chicago, director of 
NACM. 

John K. Banville, assistant secretary 
and assistant treasurer of Carnegie- 
Illinois Steel Corporation, Chicago, 
spoke on “What in Heavy Industry?”; 
Rose M. Kiefer, secretary-manager of 
the National Association of Retail 
Grocers, Chicago, on “What of Retail 
Business in the Months Ahead?” and 
Dr. Carl D. Smith, educational direc- 
tor, NACM, New York, who spoke in 
place of David A. Weir, assistant exec- 
utive manager, NCAM, New York, who 
was ill and could not be present. Ques- 
tion and answer periods followed which 
were a feature of the session. 

At noon, a luncheon meeting pre- 
sided over by D. A. Grant, Socony- 
Vacuum Oil Company, Inc., Chicago, 
first vice-president of CACM, was ad- 
dressed by Clayton Rand, nationally 
known editor and public speaker, whose 
subject was, “It’s Nearer Than We 
Think.” 

In the afternoon a credit panel was 
conducted with E. B. Moran, manager 
of the Central Division, NACM, Chi- 
cago, as moderator. Speakers on the 
panel and their subjects were: “What 
Sales Expects from Credit,” Theodore 
Stempfel, vice-president of E. J. Brach 
and Sons, Chicago; “What Credit Ex- 
pects from Sales,” Col. John C. Hoff- 
man, general credit manager of Huron 
Portland Cement Company, Detroit; 
“What the Treasurer Expects from the 
Credit Executive,” 
treasurer, Gunn Furniture Company, 
Grand Rapids; “Public Relations in 
Credit,” L. J. O’Grady, commercial 
results supervisor, Illinois Bell Tele- 
phone Company, Chicago; “Interna- 
tional Credits,” O. A. Jackson, second 
vice president of the Continental IIli- 
nois National Bank and Trust Com- 
pany of Chicago. A summary of the 
addresses and comments thereon was 
given by A. L. Jones, assistant treas- 
urer of Armour & Company, Chicago. 

(See Next Column) 
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Robert Addison, 


Wisconsin State 
Conference Held 
In Capital City 


Madison: The capital city of Wiscon- 
sin was the scene of the annual one-day 
conference of the credit associations of 
the State on Monday, October 30. A full 
program of business and entertainment 
was arranged by the host, the Madison 
Association of Credit Men. 

The program opened with greetings 
from Governor Rennebohm. After the 
governor’s remarks L. L. Cunningham, 
state supervisor and organizer of Dale 
Carnegie and Elmer Wheeler courses 
spoke on “Human Relations in Business.” 
The morning’s program was brought to 
a close by Franklin W. Schettler, general 
credit manager, Malleable Iron Range Co. 
He discussed credit department proced- 
ures with illustrative forms, files, etc. A 
question period followed his talk. 

The afternoon session featured ad- 
dresses by Dr. Erwin Gaumnitz, asso- 
ciate dean, School of Commerce, Univer- 
sity of Wisconsin; William T. Murray, 
vice-president, Oscar Mayer & Co., Chi- 
cago, and D. C. Everest, chairman of the 
board, Marathon Corp. 

The conference closed with a banquet 
at which Henry H. Heimann, executive 
manager, NACM, spoke on “Our Econ- 
omy in this Crisis.’ More than 200 at- 
tended. 

. 

New Orleans: The New Orleans chap- 
ter, National Institute of Credit, held its 
annual meeting, dinner dance and elec- 
tion of officers at Lenfant’s Boulevard 
Room on Tuesday, October 24. A cock- 
tail party was followed by dinner and 
dancing. 

(From Previous Column) 

At the noon luncheon, President 
Walsh presented to Francis J. Haley, 
E. J. Brach and Sons, the Associate 
Award in the National Institute of 
Credit. 

* 

In the evening many of the delegates 
attended the annual Fall dinner of 
CACM at which the industry credit 
group award was made to the indus- 
trial supplies and machinery credit 
group. The presentation of the cup 
was by W. M. Dillon, Dwight Broth- 
ers Paper Company, chairman of the 
credit groups committee and accepted 
by H. F. Buehring, R. G. Haskins 
Company, chairman of the winning 
group. The award is made on the basis 
of outstanding attendance and improve- 
ment during the year. 

Dr. Kenneth McFarland, noted edu- 
cator and publicist, was the guest 
speaker and his address was listened 
to with rapt attention. His subject 
was, “Which Knew Not Joseph” re- 
ferring to the biblical story of Joseph 
who became the foremost figure in an- 
cient Egypt “only to die and have 
Genesis report, ‘there arose a new king 
in Egypt which knew not Joseph.’” 


Louisville is Scene 
Of Successful Ohio 
Valley Conference 


Louisville: Delegates from sixteen As- 
sociations in five states converged on 
Louisville October 20 for the annual Ohio 
Valley regional credit conference. Held 
at the Brown Hotel, the conference, which 
had as its theme “Credit and Sales—Co- 
workers in Modern Distribution,” at- 
tracted a large registration. 

Registration occupied the morning of 
the first day and the conference proper 
opened at luncheon at which David A. 
Weir, secretary and assistant executive 
manager, NACM, gave the keynote ad- 
dress. Following the luncheon, the dele- 
gates heard an address by Bruce Gheen, 
president, Retirement Plans, Inc., Cleve- 
land, on “The Impact of Pensions on 
Business.” This address was followed by 
the showing of a technicolor movie—“Of 
This We Are Proud”’—which was made 
for the Kelvinator Division of Nash- 
Kelvinator Corp., and another speech— 
“The Value of a Dollar Bill”—by Thur- 
man Sensing, director of research, South- 
ern States Industrial Council. 

The high spot of the conference was 
the banquet on the evening of October 
20. Representative Thruston B. Morton 
of Kentucky was the speaker. His subject 
was “The Destiny of Private Enterprise.” 
About 500 were present to hear him. 

Saturday morning’s program started 
early with a breakfast at 8 followed by 
a forum discussion built around the con- 
ference theme. An address by Joseph T. 
Meek, executive secretary, Illinois Fed- 
eration of Retail Associations, on “How 
Good is America’s Credit” brought the 
conference to a conclusion. For the men, 
that is. Not for the women. 

The credit women scheduled their own 
program following that of the general 
conference. On the evening of Saturday, 
October 21 they held a square dance, and 
the following morning a business session 
at which addresses were given by Mrs. 
Katherine H. Bottigheimer, president of 
the Louisville League of Women Voters, 
Mrs. Lucy Geib Killmer, past national 
chairman, Miss Rosa Basler, vice chair- 
man, and Mrs. Flora B. Meads, member 
of the National Credit Women’s Execu- 
tive Committee. 


Philadelphia Meeting 
Features Sales Panel 


Philadelphia: The October dinner meet- 
ing of the Credit Men’s Association of 
Eastern Pennsylvania took the form of 
a panel discussion with William E. Voll- 
mer, SKF Industries, Inc., as moderator. 
Panel members were Harry A. Ehle, In- 
ternational Resistance Co., Elwood Bar- 
rett, Folding Carbon Division, Container 
Corporation of America and Sam Little- 
john, General Electric Company. 

The three panel members, being sales 
executives, were closely questioned con- 
cerning their views on credit management. 
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Irl D. Clark illi 


William H. Watts Clarence W. Gardiner R. Vergne Tanner 
CREDIT MANAGER FIRST ASST. TREASURER TREASURER CREDIT SALES MANAGER 
Janney-Semple-Hill & Co. Ballard & Ballard Co. Merchants Biscuit Co. Von Hamm—Young Co., Ltd. 


ASSOCIATION 
PRESIDENTS 


HIS is a time when the world needs 

nothing more than leadership. And 

in no other field is the importance 
of good leadership greater than in the 
credit profession. Credit largely will de- 
cide who will emerge strongest from the 
present ghastliness. 


NEW JERSEY AKRON 
Alfred B. Reed 


° é : H eo an 
PRESIDENT During the coming year the credit CREDIT MANAGER 

First National Bank & " ’ ett . Dyke Motor Supply of Akron 

Trust Co. of Kearny executives’ Associations will be even 
more vital to them than ever. And to 
these men comes the great responsi- 
bility of guiding their Associations 
along safe paths. 


FRESNO SACRAMENTO STOCKTON KALAMAZOO 
J. B. Harvey W. W. Workman E. A. Thompson Lester E. Hubbard 

BRANCH MANAGER CREDIT MANAGER CREDIT MANAGER CREDIT MANAGER 

Westinghouse Electric Supply Co. Union Oil Co. Morris Auto Supply Co. Kelamenee Vegetable 
archment Co. 


CREDIT AND FINANCIAL MANAGEMENT, November, 1950 





First All-South 


Conference Draws 
Many to Shreveport 


Shreveport: A gratifying large regis- 
tration marked the first all-South con- 
ference which was held October 12-14 at 
the Washington-Youree Hotel. Over 400 
were present at some of the meetings and 
social functions. 

Delegates to the conference, which was 
a combination of the Southeast and South- 
west conferences, came from the states 
of Virginia, Tennessee, Georgia, Florida, 
Alabama, Louisiana, Arkansas, Texas, 
Oklahoma and Michigan and from New 
York City. All sessions were well at- 
tended, including even the last session 
on the Saturday morning. 

The conference started on a high note 
on Thursday evening, October 12, with 
an open house and buffet supper. General 
sessions commenced the following morn- 
ing, the major address during the morn- 
ing being given by Col. Jack Major, of 
Paducah, Kentucky, on the subject “To- 
morrow Belongs to our Children.” 

For luncheon the conferees joined with 
the Shreveport Rotary Club to hear 
Henry H. Heimann, executive manager, 
NACM, speak on “Our Economy in this 
Crisis.” The credit women meanwhile 
held a separate luncheon at which the 
speaker was Marian R. McSherry, of 
New York, chairman of the National 
Credit Women’s Executive Committee. 
The afternoon was spent in group dis- 
cussions. A cocktail party and banquet 
brought the day to a close. 

The final session, on Saturday morning, 
October 14, featured talks by past presi- 
dent C. Callaway, Jr., Henry H. Heimann, 
national director G. E. Brister, of New 
Orleans and Dr. R. O. Cawker, of the 
Highland Baptist Church, Shreveport. 


District Two Councillors’ 
Annual Meeting in New York 


New York: The councillors of District 
Two met at the Hotel Commodore before 
the start of the Northeast Conference. A 
heavy schedule of business was dealt with, 
part of which is of National interest. 

The councillors reaffirmed that the by- 
laws should be amended so that Connec- 
ticut is included in district 1. (Under 
the present by-laws Connecticut is listed 
under district 2 and is the only New 
England state so listed.) 

The councillors discussed at length the 
proposal to increase the number of direc- 
tors from twenty-four to twenty-seven. 
No decision was reached and no vote 
taken. 


Eastern Secretaries Will 
Meet in Tampa March 8 


Tampa: The annual meeting of the 
secretary-managers of the Eastern divi- 
sion will take place in Tampa next March 
8, 9 and 10. The theme of the meeting 
will be “Membership Participation.” 
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Cincinnati Does Honor 
To Long-Time Member 


R. M. Lambert 


Cincinnati: R. M. Lambert, former 
treasurer of H. Blacker Printing Inks, 
Inc., from which position he recently re- 
tired, was made an honorary life member 
of the Cincinnati Association of Credit 
Men at the September board meeting. 

Mr. Lambert continues to serve on the 
board of directors of his company and 
will act as assistant secretary. He served 
the Cincinnati Association as president 
for two terms—in 1924 and 1931. He has 
also been active in education work. 


Research Advocated 
By Past President at 
New York Luncheon 


New York: The future of the credit 
profession requires the application of re- 
search to its problems to attain the max- 
imum of efficiency, William Fraser, re- 
cently retired treasurer of J. P. Stevens 
& Co., Inc., and a past national president, 
told credit executives at a luncheon given 
in his honor at the Advertising Club 
October 31. 

Present were heads of credit organiza- 
tions in New York and New Jersey and 
directors of the New York Credit and 
Financial Management Association. Sup- 
port of the Credit Research Foundation 
was urged as a test of faith by credit 
executives in their profession. Mr. Fraser 
pointed out that research was vitally 
needed in solving future credit problems 
just as it is in selling and manufacturing. 

David A. Weir, executive vice-presi- 
dent of the Foundation and national di- 
rector L. D. Duncan, National Distillers 
Products Corp., also spoke. 


Tom Collins Featured 
At Des Moines Meeting 


Des Moines: The Central Iowa Unit, 
NACM, held its Fall meeting October 4 
at the Kirkwood Hotel. Tom Collins, 
publicity director of the City National 
Bank & Trust Co., Kansas City, was the 
speaker. 


National President 


Studying Nations 


Credit Conditions 


National President A. J. Sutherland, 
Security Trust and Savings Bank, San 
Diego commenced a nation-wide tour 
during the latter part of October which 
has taken him to the four corners of the 
country. The purpose of the tour is to 
acquaint himself with credit conditions 
and to confer with association officers 
in various localities. 

In each city he has met with bank 
presidents and credit leaders and _ has 
addressed Association meetings in most, 

The first city visited was Kansas City, 
On succeeding days he visited St. Louis, 
Chicago, New York, Pittsburgh, Water- 
loo, (Iowa), Elyria (Ohio) and Cleve- 
land. During the month of November 
his schedule calls for visits to Columbus, 
Cincinnati, Louisville, Atlanta, Miami, 
Tampa, Jacksonville, Detroit (for the 
meeting of the National Board), Minne- 
apolis—St. Paul, Seattlhe—Tacoma and 
Portland. 

During his visit to New York, Presi- 
dent Sutherland attended the Northeast 
conference, met with the National staff 
and was honored at dinner by executive 
manager Henry H. Heimann. Among 
those at the dinner were past president 
C. Callaway, Jr., past presidents Charles 
E. Fernald, William H. Pouch, and Wil- 
liam Fraser and their wives, eastern 
vice-president Earl N. Felio and Mrs. 
Felio, national director and Mrs. L. D. 
Duncan, Mr. and Mrs. Mortimer J. Davis 
and William A. Prendergast. who served 
as secretary of the National Association 
of Credit Men from 1900 to 1904. 


FROM THE ZEBRAS 


The Zebras are again on the move: Comes 
word from Oakland Zebras of recent elec- 
tions of officers and this mighty herd 1s 
again in action. 

Los Angeles Zebras have had two gen- 
eral meetings, in August, 44 Zebras en- 
joyed fried chicken and corn on the cob 
at the Arden El Monte Farm; Septem- 
ber, a business meeting to discuss pro- 
grams and the planned “Zebra go to 
Boston” contest. 

San Diego Zebras are getting ready for 
the round up with Los Angeles herd at 
Palm Springs Nov. 3-4 & 5th. 
Pittsburgh, the home of the National 
Corral 1950-51, has been working on the 
Foreign Legion members and do not be 
surprised if you find some new herds 
roaming this fair land of ours before 
many months go by. 

All Herds are enthused about the “Suther- 
land Zebra Awards.” These awards will 
go to a Zebra of each herd who secures 
the most association memberships and re 
instates the largest number of member- 
ships cancellations. 

Foreign Legionaires! Contact Grand Ex- 
alted Super Zeb, Tom Sheriff of Pitts 
burgh. 
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N. J. Murphy New 
Head of Foreign 


Credit Committee 


Nicholas J. Murphy 


ICHOLAS J. MURPHY, Vice Pres- 
ident, Chase National Bank, was 
installed as chairman of the administra- 
tive committee of the Foreign Credit 
Interchange Bureau at its annual meet- 
ing in the Governor Clinton Hotel in 
New York on October 24th. Henry H. 
Heimann, executive manager, National 
Association of Credit Men, announced 
the appointment, and along with several 
members of the committee, extended ex- 
pressions of appreciation to Wilbert 
Ward, vice president, National City Bank 
of New York for the fine service he had 
rendered the Bureau as chairman over 
the past two years. About seventy com- 
mittee members and guests attended the 
reception and luncheon in honor of the 
new and retiring chairmen. 
od 

Seattle: Colonel A. D. Fisken, execu- 
tive secretary of the Far Eastern and 
Russian Institute and the Department of 
Far Eastern and Slavic Languages and 
Literature at the University of Washing- 
ton, was the featured speaker at the Se- 
attle Association’s October meeting. His 
subject was “Unrest in the Orient.” 

Col. Fisken has lived in China off and 
on since 1917 and served in the Pacific 
theatre during World War II as anti- 
aircraft officer on the staff of Gen. Chen- 
nault. 


In the September issue of Credit and 
Financial Management there appear- 
ed, in Carl B. Everberg’s Legal Notes 
and News, a short review of a new 
book, Demeter’s Manual of Parlia- 
mentary Law and Procedure, published 
by the Bostonia Press. In answer to 
many inquiries about the complete 
address of the publisher, it is 214 
Huntington Avenue, Boston 15, Mass. 


CONFIDENTIALLY SPEAKING— 


A very hearty welcome, combined with every good wish, is extended to these 
newly appointed representatives of member companies: 

William Berg is the new credit manager at Superior Insulation Mfg. Co., 
Superior, Wis. . . . Charles Comley succeeds Herman Adler, deceased, as credit 
manger at Williamson Candy Co., Chicago, Ill... . J. W. Wright, formerly credit 
manager for Coplan Pipe & Supply Co., Macon, Ga., is now connected with Elec- 
trical Wholesalers, Inc., Atlanta, Ga.... J. E. O’Shaughnessy, Mercantile National 
Bank, Chicago, IIl., has retired as vice president after 32 years of service. He will 
continue as a director. . .. Miss Constance Smith has been promoted to manager 
of Pacific Desk Co., Los Angeles, Calif. . .. Arthur Quay has been elected presi- 
dent of the First National Bank, Minn... . M. W. Sheely is now credit manager 
at A. Y. McDonald Mfg. Co., Omaha, Nebr., succeeding Dick Buras, now in 
Armed Forces. ... A. S. Hemstreet, Northwestern Bell Telephone Co., Omaha, 
Nebr., replaces Wes Hays, transferred to Sioux Falls, S. D. 

KANSAS CITY CHANGES—R. W. Durrett, director, N.A.C.M., and vice- 

president of The K. C. Wholesale Credit Association, has been elected assistant 
treasurer, and continues as general credit manager of the Sheffield Steel Corpora- 
tion. .. . Harry Wuerth, past president of The K. C. Wholesale Credit Associa- 
tion has been advanced to vice-president of the Commerce Trust Company... . 
H. R. Perry succeeds W. A. Dinklage as credit manager, Midland Flour Mills. 
Mr. Dinklage has been transferred to another department. ... Chester A. Hall, Jr. 
succeeds C. I. Jewett as credit manager at American Salt Corporation. Mr. Jewett 
has been transferred to sales in the South Dakota territory. .. . Glen Wilson is 
now credit manager at Missouri Plating Co. ...C. G. Lucas has succeeded O. L. 
Noble as credit manager at Mid-Continent Paint & Lacquer Mfg. Co. Mr. Noble 
has assumed other duties. .. . John D. Robertson succeeds E. E. Thomas, re- 
signed, as credit manager at Douglas Chemical & Supply Co. ...C. S. Burkhart 
succeeds Miss Rodman, retired, as credit manager at E. S. Cowie Electric Com- 
pany. ... Fred Falcone has taken over credit management at Hamm Singer Corp., 
succeeding J. Jackson, deceased. . . . Earl Mackie succeeds Leo N. Schwinler as 
credit manager at Pillsbury Mills, Inc. Mr. Schwinler transferred to Atlanta, Ga. 
... E. M. Wheat is now credit manager at Wirecraft Products Corp. ... Leo M. 
Kelly is now credit manager at Gustin Bacon Mfg. Co. 
....Miss Josephine Stewart, secretary-treasurer, Pittsburgh Silica Sand Co., Pitts- 
burgh, Pa., has been elected a director of her firm, and also added credit manage- 
ment, succeeding Thomas Mac Connell, deceased. ... W. F. Miller is now credit 
manager at K. & P. Heating Co., Quincy, Ill. . . . Victor Riggs has been pro- 
moted to credit manager of Clinton Industries, Clinton, Iowa. Neil G. Feller is 
his assistant. . . . Thomas McNamara is now credit manager and controller of 
Western Movie Supply Co., Los Angeles, Calif... . Joseph J. Miller has been 
elected treasurer of Ludwig Hommel & Co., Pittsburgh, Pa. ... Lou Wells is 
now credit manager of Crompton-Richmond Co., Inc., succeeding Frank Landaus, 
resigned to form Hamilton Factors Corp., both New York City. . . . Clayton J. 
Kramer succeeds P. R. McGinn in charge of credits at Green Bay Auto Parts & 
Supply Co., Green Bay, Wis. . . . Carl W. Martenson, formerly with Hub Dis- 
tributors, is now credit manager at Northeast Hobby Distributors, Boston, Mass. 
. .. Lyle DeMoss succeeds John Gillen, Jr., deceased, as credit manager, Radio 
Station WOW, Omaha, Nebr. 

INDIANAPOLIS CHANGES—Joseph Gillespie is now credit manager at 
General Welding Products Co., Inc. . . . Wayne Wallace now directs credits at 
Central Equipment, Inc. ... Ralph E. Trimmer is now credit manager at Lowe 
Brothers Company. ... Floyd Carpenter is now managing the credit department 
at Kennedy Tank & Mfg. Co., Inc.... L. P. Minx is credit manager at Building 
Materials Specialty Co., Inc... . Edward Doyle, credit manager, Republic Creo- 
soting Co.... Robert Wilson, credit manager, Indiana Equipment Co. . . . Robert 
S. Miller, vice-president, Climax Machinery Company. . . . Horace R. Yount is 
now credit manager at Eagle Machine Company, Inc... . Alfred W. Small is 
credit manager of The Glidden Company. 

CLEVELAND CHANGES—Ernest M. Knapp has been elected president 
of the Ferro Machine & Foundry, Inc. . . . Charles R. Beeson, vice-president, is 
now supervising credits at The Ohio Stainless & Commercial Steel Co. ,..C. C. 
Craft is now assistant treasurer of The Iron Fireman Mfg. Co. ... David H. 
Hotchkiss is now assistant treasurer of The Petrequin Paper Co. ... James F. 
Edwards succeeds A. W. Gram as credit manager at Aluminum Company of 
America. .. . H. F. Bierschwal has taken over other duties at The New Method 
Paint Co., being succeeded in credit management by Clinton Zimlich. ... A. C. 
Ellinger replaces E. C. Kucera as credit manager at Canfield Oil Co. . . . David 
A. Quere has succeeded Harold Boehm as credit manager at Towmotor Corpora- 
tion ... Mikel A. Narten is now credit manager at The Willard Sugar Company. 
... E. J. Wettrick succeeds C. G. Stevens in charge of credits at Stevens Supply 
Co. ... Earl W. Stetler replaces Robt. Vaughan as credit manager at Cleveland 
Corrugated Box Company. ... Roland A. Fathauer is now chairman of credits at 
Otis Elevator Company. 

g Bu. MM. 
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News from the 


CREDIT WOMEN’S GROUPS 


ONE of the highlights in the All- 
South Conference was a beautiful 
luncheon held at Monsour’s on Friday 
noon with Miss Marian R. McSherry, 
Chairman, National Credit Women’s 
Executive Committee, as guest speaker. 
Miss McSherry chose for her subject: 
“Where Are We Going.” 

Monsour’s was typically beautiful with 
its southern decorations for which the 
New Orleans Group was responsible; 
Birmingham thought of the dreamy 
southern music in the form of a roam- 
ing accordionist. Miss McSherry was 
escorted by the Chattanooga Group. 
Memphis, Atlanta and others of the 
Southeastern District made this luncheon 
one of beauty and pleasure. Mrs. Beath 
Robinson, of Chattanooga, presided most 
gracefully. 

On Saturday morning the South West 
District sponsored a breakfast program 
at the Washington-Youree Hotel with 
‘the Amarillo and Houston Groups as- 
suming responsibility. 

The early morning hours were made 
more lovely when Harry Wagner, of 
Shreveport, sang “The Lord’s Prayer” 
for the Invocation. The program was in 
the form of a panel as follows: “Per- 
sonal Contacts,” Rita Robinson, Mem- 
phis; “Methods of Advancement,” Mrs. 
Carmen Dobbs, Atlanta, and “Public Re- 
lations,” Marie Louise LaNoue, New 
Orleans. The summary was made by 
Miss McSherry and Mr. Henry Heimann 
added his wise counsel. Hazel Williford, 
of Houston, presided. 

Miss McSherry’s visit to the South 
did not end with the Shreveport Con- 
ference ; Beath Robinson and Lettye Wai- 
nio drove with her to New Orleans for 
a short week-end in that mysterious, 
mystical city of the Old South and the 
girls of New Orleans saw that she had 
a most pleasant visit seeing the sights 
of old New Orleans, which ended with 
luncheon at Antoine’s. Kitty Ebrenz 
and Marie Louise LaNoue shared honors, 
for this part of Miss McSherry’s visit. 

The success of the All South Confer- 
ence was due to the careful completion 
of plans, and details which were handled 
by Mr. J. A. B. Smith, Secretary-Man- 
ager, Shreveport Wholesale Credit Men’s 
Association, and our special thanks to 
Mrs. Maude Moore, of Shreveport, who 
seemed to think of everything that would 
contribute to the pleasure of the visiting 
delegates from the time she personally 
presented Miss McSherry with a lovely 
orchid corsage throughout the entire 
program. 
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Bess Havens, First National Bank of Bing- 
hamton, N. Y., a past national director, was 
complimented during the Northeastern con- 
ference on completing twenty-one years of 
continual service as recording secretary of 
the Tri-State conference. She was unani- 
mously elected to serve for a twenty-second 
term. 
e@ 


Cincinnati: “The Cincinnati Credit 
Women’s Group will be hostess to the 
Annual Midwest Credit Women’s Con- 
ference on November 10, 11, and 12 at 
the Sheraton-Gibson Hotel, Cincinnati, 
Ohio. 

There will be some outstanding speak- 
ers, both men and women, to help you 
with your credit problems, and there 
will also be two or three speakers to 
give you help on personal problems, “The 
Golden Rule in our Business Relations” 
and “What the Well Dressed Credit 
Woman Wears.” 

All Credit Women should make this 
a must conference to attend and all you 
Junior Clerks and Stenographers should 
make every effort to come and hear 
these seasoned executives tell you what 
you can expect in the credit profession. 

The $10.00 Registration Fee includes 
Friday evening get-to-gether, Saturday 
luncheon, Saturday evening banquet, and 
the famous Sunday morning breakfast. 


Chicago: The Credit Women’s Club 
of Chicago met at the Illinois Club for 
Catholic Women on November 14th. 

The Chicago Chapter of the American 
Women’s Society of Certified Public Ac- 
countants was invited to attend this meet- 
ing. Miss Marjorie Guthat, President of 
the Chicago Chapter is a member of the 
Credit Women’s Club. 

“The Legal Aspect of Credit” was the 
subject of the speaker, Mr. William S. 
Collen, of the firm Collen, Kessler & 
Madison. As an added treat, Miss Phyllis 


Staber, of the Leich Sales Corp., “re. 
ported on the Annual Midwest Whole- | 
sale Credit Women’s Conference held in 
Cincinnati, November 10th to 12th. 

e 

Davenport: The Quad City Women’s 
Group of the NACM held its regular 
monthly meeting October 9th at the Lend- 
A-Hand. Our President, Mrs. Dorothy 
H. Brown, Louis Hanssen’s Sons, pre- 
sided and introduced our guest speaker, 
Mr. Richard Mensing, Credit Manager 
of Midwest Timmermann Co., Daven- 
port. His topic for the evening was 
“Credit & Collection Letters.” 

€ 

Louisville: By the time this is pub- 
lished our Ohio Valley Regional Con- 
ference will be just a memory, a pleas- 
ant one we hope. 

Our plans include a buffet supper § 
and Square Dance on Saturday night, 
followed by our business session on 
Sunday morning. 

Presiding will be our local President, | 
Miss Antoinette Schweitzer. The ad- 
dress of welcome will be given by Miss 
Margie Schubnell with response by 
Mrs. Charlene Locke, President of the 
Credit Women’s Group of Dayton. 

The main address will be delivered 
by Mrs. Katherine H. Bottigheimer, | 
President, Louisville League of Women 
Voters. Subject: What is your rating? | 

Representing the National Credit 
Women’s Executive Committee will] 
be Miss Rosa Basler, subject: Our! 
Three Objectives; Mrs. Flora B. 
Meads, subject: An Honor and a Priv- 
ilege; and our past National Chairman, 
Mrs. Lucy G. Kilmer, subject: The 
Value of Conference Attendance. 

We sincerely hope that our visitors 
for the Conference will enjoy their 
stay in Louisville as much as we enjoy 
having them. 

@ 

Toledo: The regular monthly dinner 
meeting of the Toledo Credit Women’s 
Group took place November 7. The pro- 
gram featured a panel discussion on 
“What our Foreign Policy Should Be in 
Asia” with Gustavus Ohlinger as moder- 
ator. 

Several members made the journey to 
Detroit October 31 to attend the Detroit 
group’s monthly meeting at which Miss 
Annette Snapper of Milwaukee discussed 
“Today’s Europe.” 

«€ 

Denver: The fall meetings began on 
September 18th with guest speaker Mr. 
Ray Slattery, of Morey Mercantile Com- 


Ray Slattery, Denver group speaker, is photographed with the group’s members 
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| pgiy, who is also one of the directors of 
» our local association, on “Analyzing a 
Financial Statement.” 

Our October meeting was our annual 
“Know Your Association” night with Mr. 
J. B. McKelvey, Secretary-Manager of 
the Rocky Mountain Association of Credit 
Men, as guest speaker. We had the pleas- 
ure of having as guest, the president of 
the local association. 

@ 

Newark: Eva Stein, of Dorchester. 
| Inc., Trenton, was awarded the annual 
scholarship to Rutgers University spon- 
sored by the New Jersey Women’s 
Group. The event took place at the an- 
nual Clam Bake given by the Credit 
Men’s Association. 

The first meeting of the season took 
place on October 17, at Perri’s Restau- 
qj rant, Newark. At this time, Mr. Louis 
De Baum, Eastern Credit Manager of 
Westinghouse Electrical Supply Com- 
pany, was the guest speaker. 

@ 

St. Paul: The St. Paul Wholesale 
Credit Women’s Club has gotten off to 
a good start for the current season and 
we anticipate a most interesting series of 
constructive meetings. 

Our October meeting was very well 
attended and as our guest speaker we 
were fortunate in obtaining Mr. Padre, 
Mexican Consul, who gave a most in- 
formative and interesting discourse on 
timely events. The decorations were car- 
ried out in the Mexican motif. 

Several prospective new members were 
included in our number and we anticipate 
a substantial increase in our membership 
as the year progresses. 

* 

Tacoma: At the September meeting 
of the Tacoma Credit Women’s Club, 
Mrs. Merle Morford, President, ap- 
pointed committee chairmen and plans 
were formulated for the new season. 

This month’s meeting followed dinner 
and the group then attended the Credit 
Educational Forum, which is one of four 
such meetings being conducted during 
October by the Tacoma Association of 
Credit Men. 

oe 

Oakland: The Credit Women’s Group 
of Oakland were hostesses to their bosses 
at the Athens Club on October 16th. A 
regular business meeting was held and 
Miss Muriel Tsvethoff, of the San Fran- 
cisco Better Business Bureau, was guest 
speaker. Miss Tsvethoff has held every 
office in the National Association except 
the Presidency but has held every office 
in the Western Division and local or- 
ganization. Her topic was interesting and 
was delivered in an amusing style. 

A yearly event, this Bosses’ Night 
came up to expectations. 


& 

Chicago: The Credit Women’s Club 
of Chicago celebrated their twenty-fourth 
anniversary on Tuesday evening, October 
10. 

Mr. Robert C. Holland, Economist of 
the Federal Reserve Bank of Chicago, 
spoke on the topic, “The Monetary Out- 
look.” He predicted that the federal 
budget for next fiscal year will be bal- 
anced, that we will have inflation for a 


Knoxville Celebrates Fortieth Anniversary 
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The Knoxville Association of Credit Men is forty years old! Pictured here are the Association’s 
present officers. Left to right: H. M. Webster, treasurer; J. M. Walker, vice-president; W. A. 
DeGroar, secretary-manager; the Rev. Henry Atkins, master of ceremonies; Frank S. Higdon, 
president; W. R. Cooper and J. C. Terry, vice-presidents and A. C. Lunsford, councillor. 


few years to come and that we will not 
see a deep depression like that of 1933. 
To stop inflation, we will have to stop 
spending. He cautioned us to save vol- 
untarily. 

Twenty members responded to a re- 
quest for volunteers to serve as captains 
on a sub-committee in the Chicago Civil 
Defense Organization—Division of Med- 
ical Services, Public Health & Welfare. 

@ 

The Kansas City Credit Women’s Club 
held its first meeting of the 1950-51 sea- 
son Wednesday evening, October 11th. 
A. H. Buddemeyer, President of the Kan- 
sas City Association, J. N. Ham and 
James Ham, of the Kansas City Associa- 
tion office gave informative and entertain- 
ing talks on “Know Your Association.” 

Miss Marjorie Cole, of Hobson and 
Company, is the new President of the 
group this year. 


& 

Bridgeport: E. William Lane, Amer- 
ican Screw Co., national director for dis- 
trict one, addressed the Bridgeport Credit 
Women’s Group October 17 on “Looking 
Forward.” This was the first dinner meet- 
ing of the Fall season. 

' During the meeting Anna May Dean 
gave a resume of the proceedings at the 
Los Angeles convention. 


Duluth: For the October meeting the 
Duluth Credit Women’s Group scheduled 
a talk by Dr. Emmett Davidson, instruc- 
tor in economics at the University of 
Minnesota, and a movie, “Adventures in 
Telezona,” sponsored by the Northwest- 
ern Bell Telephone Co. Scholarship and 
education were the main topics of dis- 
cussion at the meeting. 

° 

Lexington: At the May meeting it 
was suggested that at the next business 
meeting each member should report how 
she had earned an extra $5.00 for the 
group. The results just announced were 
excellent. At the latest business meeting 
George Roberts, Sr., secretary of the 
Lexington Association of Credit Men, 
spoke on “Credit Is Everybody’s Busi- 
ness.” 


Detroit: The first Fall meeting of the 
Women’s Group was held at the Old 
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Wayne Club September 19 at which R. M. 
Lockwood gave a talk on credit and the 
new Defense Production Act. Another 
meeting at the Old Wayne Club is 
planned for December 1. 


& 

St. Louis: The book, “Pleasant Val- 
ley,” was reviewed by Miss Ruth Shank, 
at our October meeting, October 26, 1950, 
at the Melbourne Hotel. 

Many of our members are planning on 
attending the Annual Midwest Wholesale 
Credit Women’s Conference at Cincinnati, 
Ohio, on November 10, 11, and 12, 1950. 

Plans are‘also under way to celebrate 
our 25th Anniversary in November. 


Graduate School Faculty 
Member Heard at Providence 


Providence: Thomas H. Nelson, part- 
ner in Rogers & Slade, Inc., manage- 
ment consultants, and president of 
Executive Training, Inc., New York, 
addressed the Rhode Island Associa- 
tion of Credit Men’s Fall meeting. 

Mr. Nelson has been a faculty mem- 
ber of the Graduate School of Credit 
and Financial Management since its 
founding. 


Russell G. Ayres Passed Away; 
Was Fort Wayne President 


Fort Wayne: Russell G. Ayres, pres- 
ident of the Fort Wayne Association 
of Credit Men, died last month at the 
age of 47. Mr. Ayres, who was vice- 
president of the Fort Wayne National 
Bank, had been a banker for 27 years 
and was prominent in credit, banking, 
church and civic activities. 


Dallas Hears Talk 
On Credit Controls 


Dallas: At the October 31 luncheon of 
the Dallas Wholesale Credit Managers’ 
Association Dr. Arthur A. Smith, spoke 
on the subject “How Long Will Credit 
Controls Last?” Dr. Smith, formerly pro- 
fessor of economics at Southern Meth- 
odist University and regional director of 
the U. S. Bureau of Labor Statistics, is 
vice-president and economist of the First 
National Bank in Dallas. 
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Heimann Addresses 
Joint Meeting 
In Los Angeles 


Los Angeles: The first joint meeting 
of the Los Angeles Chamber of Com- 
merce and the Los Angeles Credit Man- 
agers’ Association was held Friday eve- 
ning, September 29th, in the Embassy 
Room of the Ambassador Hotel. Henry 
H. Heimann, Executive Manager of the 
National Association of Credit Men, was 
the speaker of the evening. His subject, 
“Preparedness—Its Effect on Our Econ- 
omy and Credit,” was presented in his 
usual thorough and interesting manner, 
which brought forth favorable comments 
from all in attendance. His clear analysis 
of the problems faced by business and 
what could and should be done in re- 
solving the issues was given respectful 
consideration by the many bank and busi- 
ness executives in the audience. 

President R. D. Roberts, of the Los 
Angeles Credit Managers’ Association, 
extended a warm welcome to the members 
ot the Chamber of Commerce on behalf 
of the Association and introduced the 
guests—Presidents or vice-presidents of 
all the banks, representatives of the 
Building Material Dealers’ Association, 
Dun & Bradstreet, and Retail Merchant 
Credit Association. 

National President A. J. Sutherland 
was introduced and on behalf of the Na- 
tional Association presented Fellowship 
Awards to the following: Fred B. Curtin, 
Credit Department, The B. F. Goodrich 
Company; Neal R. Harward, Supervisor 
Credit & Collections, The Studebaker 
Pacific Corp.; Dorsey Caldwell, Credit 
Manager, O’Keefe & Merritt Co.; Gil- 
bert F. Roswell, Assistant Secretary & 
Credit Manager, Western Hardwood 
Lumber Co., and George Schwenk, Credit 
Manager, Harry L. Shane, Inc. 

Philo K. Holland, General Manager 
of the Zellerbach Paper Co. and Vice 
President of the Los Angeles Chamber 
of Commerce, then responded to the wel- 
come extended by President Roberts and 
introduced Henry H. Heimann. 


Boston: The Boston Chapter, National 
Institute of Credit had an outstanding 
event for the October joint meeting with 
the Boston Credit Men’s Association on 
October 24, 1950, at SCHRAFFT’S at 
Boston. 

Mr. Harry L. Whitney, Director of 
Sales, of Nicholson File Co., of Provi- 
dence, R. I., was the speaker of the eve- 
ning and “Credit Management a Sales 
Asset” was his subject. 


Binghamton: “Credit Problems and 
Their Relations to Life Problems” was 
the subject of a talk by W. Benton Har- 
rison, treasurer of General Aniline & 
Dye Corp. at the November 8 meeting 
- the Triple Cities Association of Credit 

en. 
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Louis F. Davis Is 
Elected Detroit 
Operating Manager 


Detroit: Appointment of Louis F. Davis 
as Operating Manager of the Detroit As- 
sociation of Credit Men, is announced 
by Albert A. Beste, President. 

Mr. Davis is a native Detroiter with 
wide experience in the fields of account- 
ing, management and personnel relations 
and was on he staff of the Association’s 
Adjustment Bureau during 1938-39, when 
he left to accept an assignment in St. 
Louis, Missouri, with General Motors 
Corporation. During the war years he 
was associated with BullDog Electric 
Products Co.. of Detroit. 


Conference 
(Continued from page 33) 


He was elected to his first full term in 
November 1934, and re-elected in both 
1940 and 1948. His work has dovetailed 
with that of Senator George in calling 
attention to the increased costs of Fed- 
eral Government. 

It is now my pleasure and privilege to 
present to you, Senator Harry Byrd of 
Virginia, the Award of Merit, given by 
the Credit Award Committee of the 
National Association of Credit Men, for 
outstanding service to business. 


A similar medal was to have been pre- 
sented to Senator Walter F. George of 
Georgia, but Senator George was unable 
to be present and his medal will be sent 
to him later. Senator George’s medal had 
the following inscription on the back: 


Wolter Franklin George 
Lawyer, judge and 
U. S. Senator from Georgia 


On the side the inscription read: 


Honored for fearless, far-sighted 
leadership in guiding the fiscal 
legislation of the government. 


Only one such medal has ever been 
awarded before—to the late Senator Car- 


ter Glass for his part in the founding of 
the Federal Reserve System. The awards 
to Senators Byrd and George were an- 
nounced at the 53rd annual Credit Con- 
gress in Atlantic City in 1949, as the 
result of the deliberations of a five-man 
committee consisting of William Fraser, 
J. P. Stevens and Co., Inc.; William H. 
Pouch, Concrete Steel Co.; Paul W. Mil- 
ler, Marlborough Co.; A. D. Whiteside, 
Dun & Bradstreet, Inc., and executive 
manager Henry H. Heimann. 

Saturday morning’s program opened 
with a breakfast at which Roy Foulke, 
vice president, Dun & Bradstreet, Inc., 
spoke on the economics of the road 
ahead. Following his address and the 
adoption of resolutions the conference 
adjourned. 


Resolutions 


As usual the resolutions committee 
played an important part in the confer- 
ence. After spirited discussion the fol- 
lowing resolutions were passed wunani- 
mously: 

1. That in view of the current and po- 
tential long range economic demands 
which our nation and its people faces in 
assuming our righful responsibilities and 
obligations of leadership in these days of 
conflict, we urge that our National Board 
of Directors in its forthcoming meeting 
in Dearborn take proper action to en- 
courage the United States Congress to 
give early and constructive attention to 
means which will effect at all possible 
points maximum economies of operation 
of the Federal Government in the inter- 
ests of conservation of the nation’s eco- 
nomic resources and for the furtherance of 
adequate defense. We believe that great 
economies can be effected by holding to a 
minimum the number of civilian em- 
ployees added to departmental and bu- 
reau staffs, by the elimination of all non- 
essential civilian expenditures, and by the 
immediate adoption of and enforcement 
thereof of the entire Hoover Commission 
Report. In evidence of our interest and 
sincerity in this recommended action, we 
bring to the attention of our National 
Board and our membership the fact that 
we have bestowed upon United States 
Senators Harry F. Byrd of Virginia 
and Walter F. George of Georgia Awards 
of Merit for their untiring efforts on 
behalf of economy in governmental oper- 
ations. 

2. That our National Board of Direc- 
tors and our national membership con- 
tinue to stress our firm conviction that 
co-operatives which deviate from the 
original purpose for which co-operatives 
were originally created, should be subject 
to the same taxation responsibilities and 
obligations as assumed by other types of 
business enterprise. 

3. That in view of the fact that the 
State of Connecticut has always func- 
tioned in our national and district organ-": 
ization as a part of District I and log- 
ically belongs to the New England group, 
we urge our National Board of Directors 
to take action which will include Connec- 
ticut in District I for both conference 
and voting purposes. 


CREDIT AND FINANCIAL MANAGEMENT, November, 1950 


PERIODICAL PRESS CORP., PHILA., PA 





